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Assassination Brussels 
attempt may withdraws 

mean tighter plan for farm 

UK security subsidy cuts 

An Irish Republican Army 
assassination attempt on for- 
mer Gibraltar Governor Sir 
Peter Terry may result in a 
wide-ranging overhaul of secu- 
rity by the British Govern- 
ment. Sir Peter, governor when 
three IRA members were shot 
dead in Gibraltar, was seri- 
ously wounded during a gun 
attack at his home in the 
English Midlands. Page 16 

Ryzhkov pressure 

Pressure on Soviet Prime Min- 
ister Nikolai Ryzhkov to resign 
was stepped up when the Rus- 
sian parliament demanded for- 
mally that he quit. Page 5 
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Peace talks collapse 

The acrimonious collapse of 
Cambodian peace talks in 
Bangkok could seriously delay 
international efforts to end 
a decade of civil war. Prance 
has offered to host another 
conference. Page 6 

Winnie Mandela held 

Winnie Mandela, already fac- 
ing charges of kidnap and 
assault, was briefly detained 
by police when spent rifle car- 
tridges were found in her car. 

Massachusetts upset 

Boston University president 
John Silber, written off a week 
ago, won the Democratic nomi- 
nation for governor of Massa- 
chusetts. Page 4 

Seoul sackings 

President Roh Tae-woo of 
South Korea sacked two minis- 
ters and transferred a third 
after criticism over farm policy 
and severe flooding. Page 6 

Basques bum buses 

Several hundred demonstra- 
tors protesting at the killing 
of a Basque guerrilla by Span- 
ish police set up barricades 
and burned buses and cars in 
San Sebastian and Bilbao. 

Havel foresees crisis 

F-mnniTiic crisis could threaten 
the Czechoslovak government 
by the end nf (he year unless 
privatisation and a purge of 
bureaucrats were carried out 
speedily. President Vaclav 
Havel said in an interview. 

PanAm bomb charge 

Greece charged a Palestinian 
with premeditated murder in 
the 1982 bombing of a PanAm 
airlin er bound for Hawaii from 
Japan. 

Hanoi okve branch 

Vietnamese Vice-Premier Gen- 
eral Vo Nguyen Giap arrived 
in China for Hanoi’s highest- 
level official visit since the 
two countries fought a brief 
border war in 1979. War hero 
Giap said it was time to nor- 
malise relations. Page 6 

Throat to computers 

A flawed computer virus pro- 
gram could “freeze" infected 
personal computers through- 
out the world on Saturday. 
Australian scientists said the 
hard-to-detect program cor- 
rupts files with gibberish. 

Ben BeHa comeback 

Former Algerian President 
Ahmed Ben Bella, due home 
from exile this month, said 
on French television that he 
did not rule out a brief return 
to power. 

Deputies accused 

An East German parliamen- 
tary commission said it sus- 
pected nine rninamed deputies 
of having been informers for 
security police and wanted 
their immediate resignation. 
Amnesty delay. Page 5 

Tokyo typhoon 

Typhoon Flo, the most power- 
ful storm to hit Japan in 
almost three decades, roared 
towards Tokyo, leaving 10 dead 
and nfnp missing in a trail of 
destruction. 

Holy water rationing 

Pilgrims to Lourdes Roman 
Catholic shrine are restricted 
to one glass of holy water each 
because of French drought. 


CONTENTS 


US nritttarys Gulf build-up presages major cuts 

in Europe ■ * 

Petrochemicals: Korea leaps forward 6 

Law: Strong domestic interest provoked by 

Hungary's privatisation 11 

Advertising! Tradition reigns supreme 12 

Edftortai comme n t: Arms are not the answer; 

Mr Clarke's middle way 14 

New rules on foreign Investment: A delicate 
case of jurisdictions 

Economic vi e w poin ts Disastrous cures for a 
UK recession 15 

Europe — 5 BM V 0 

Companies - 1» Companies 2M& 

Companies 11 Cornmodlbe. 37 

International , . — .. 6 CrWSwnn! - 

Companies » Cu^eriCTO & money _ as 

World Trade 7 Editorial Comment 14 


Raymond MacS harry. EC 
Agriculture Commissioner, 
withdrew proposals for cutting 
agriculture support by 30 per 
cent over 10 years after several 
of his fellow commissioners 
argued that the EC should go 
further in reducing the subsi- 
dies paid to encourage farm 
exports. Mr MacSharry said 
this was an unj us tiled conces- 
sion to US demands. Earlier 
report. Page 7 

MARKETS: NickeL- The Lon- 
don Metal Exchange price for 
immediate delivery fell by 
$292.50 to $10,745 a tonne, 
despite news that PT Interna- 
tional Nickel Indonesia has, 
for the second time this year. 
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announced a substantial redac- 
tion in its expected metal pro- 
duction. Tokyo: The Nikkei 
registered a new low for the 
year, falling 158.65 in indeci- 
sive trading to close at 
23,726.17. Wall Street: The Dow 
Jones Industrial Average stood 
lower at midsession, down 
16.83 at 2^54.46, after rising 
3A6 on Tuesday to close at 
2.57L29. Frankfort: DAX fell 
by 19.73 to close at 1,487.54. 
Rank P^je, Section II 

BRITISH Telecom and a Thai 
partner are to upgrade Thai- 
land’s telephone system in deal 
worth£3bn ($5.6bn). Page 16 

DAIMLRR-Benz, West German 
industrial combine, and compa- 
nies in Mitsubishi grouping, 
Japan’s largest corporate fam- 
ily. unveiled plans for 11 actual 
and potential joint projects. 
Page 17 

TESCO, UK food retailing 
group, recorded a 28 per cent 
gain in interim pre-tax profits. 
Page 17; Lex, Page 16 

AIR France, French national 
airline, is to launch economy 
drive and spending freeze to 
cope with difficult market con- 
ditions. Page 17 

BOLIVIA, Tunisia and Vene- 
zuela completed the process 
for joining Galt. Page 7 

GENERALE de Banque, Bel- 
gium's biggest commercial 
bank, said consolidated first- 
half net profits increased by 
3.8 per cent to BFrtL24bn 
($133m). Page 18 

STELCO, Canada’s second big- 
gest steelmaker, is to halve 
dividend and adopt austerity 
measures after a downturn 
in North American steel mar- 
kets. Page 19 

PRIME Motor Inns, New Jer- 
sey-based hotel and motor inn 
company, has filed for protec- 
tion under Chapter 11 of US 
Bankruptcy Code. Page 19 

BCE, Canadian conglomerate 
which takes in Bell Canada 
and Northern Telecom, is to 
join US and Mexican interests 
in a joint bid for 20 per cent 
of Telafonos de Mexico, the 
Mexican state-owned telecom- 
munications company. Page 
19 


MALAYSIA Mining Corpora- 
tion, Malaysia's largest mining 
group, reported 51 per cent 
drop in first-half pre-tax profits 
to M$30m (US$1 lm). Page 20 

BURNS, Fhilp, Sydney-based 
food technology and hardware 
group, was held to a 2 per cent 
earnings rise in the year to 
June. Page 20 


Greenspan says Gulf crisis 
adds to US recession risk 


By Peter Ridded, US Editor, in Washington 

HIGHER OIL prices might add 
up to 2 per cent to US con- 
sumer prices over the next 
year and reduce total output 
by 1 per cent, Mr Alan Green- 
span, the chairman of the Fed- 
eral Reserve, said yesterday. 

He warned that the US econ- 
omy faced "new and substan- 
tial risks’* as a result of the 
Gulf crisis. 

Testifying before the Joint 
Economic Committee of Con- 
gress, Mr Greenspan said that 
while the US economy was 
growing “very slowly,’* there 
was so far “no evidence it is 
tilting" into recession. 

He acknowledged, however, 
that the current growth “may 
not go on indefinitely" and the 
possibility of a recession had 
“clearly risen with the onset of 
the Gulf crisis and the oil 
shock." 

In his gloomiest assessment 
to date, Mr Greenspan forecast 
that higher oil prices might 
add between 1 % and 2 per cent 
to US consumer prices over the 
next year cm the assumption of 
average crude prices of just 
under $30 a barrel, or $10 
higher than in July. This 
would also add $30bn to the 
annual US oil Import bilL 

He warned that the core rate 
of consumer price inflation 
may have crept higher before 
the crisis and now "the chance 
of a significant break soon in 



MR John Major, Britain's 
Chancellor of t he Exchequer, 
(left) announced a four-point 
plan to ease the debt burden of 
the poorest, most heavily 
Indebted developing countries. 
Be proposed at the Common- 
wealth Finance Ministers’ 
meeting In Port of Spain, 
Trinidad that creditor nations 
should double their official 
debt write-offs and agree more 
generous rescheduling terms. 
The previously agreed 
“Toronto Terms” had proved 
insufficient to tackle debtors’ 
problems, Mr Mayor said. Page 
16. 


the inflation trend would seem 
to have diminished in view of 
the additional pressures from 
oil prices." 

Coinciding with his evi- 
dence, the Fed published its 
regular Beige Book survey of 
regional economic conditions 
showing that activity Is 
"expanding more slowly or 
declining" in most dist ricts 

Weakness is most apparent 
in the north-eastern and mid- 
Atlantic (from New York to the 
south) areas. 

While patterns of consumer 
spending vary widely, rates of 
increase are generally slowing. 
Assessments of manufacturing 
range from moderate expan- 


sion to absolute declines with, 
on average, little movement in 
orders or production. 

This survey will be taken 
into account when the Fed's 
policymaking Open Market 
Committee reviews monetary 
policy on October 2. 

Mr Greenspan was charac- 
teristically cautious, even at 
times opaque, in his views yes- 
terday, stressing the high 
degree of uncertainty in assess- 
ing the impact of the Gulf cri- 
sis. 

He did not believe the crisis 
had completely restricted the 
Fed's room for manoeuvre, 
although he warned that a cut 
in short-term interest rates 


would not necessarily be 
matched by lower long-term 
rates which are crucial for 
investment and mortgages. 

He said "policy actions that 
are not perceived to be consist- 
ent with a stable, non-inflation- 
ary economic environment 
could easily be counterproduc- 
tive over the long haul." 

Mr Greenspan indicated 
impatience with the slow pace 
of the discussions about cut- 
ting the Federal budget deficit, 
now being conducted by a 
small group of White House 
officials and Congressional 
leaders in the hope of breaking 
the stalemate. 

He said that if Congress 
enacted “a credible, long-term, 
enforceable budget agreement, 
1 would expect long-term inter- 
est rates to decline." 

He underlined that the Fed 
would then move towards ease 
to accommodate those changes 
in th e capital markets, though 
be refused to say how much 
and when any cut in interest 
rates might be. 

Contrary to some of the 
administration hopes about 
maintainin g expansion unin- 
terrupted, Mr Greenspan 
warned that "no one can guar- 
antee that real growth will pro- 
ceed smoothly, without a hitch 
on a quarter -to-quarte r basis." 
US spending cut urged. Page 4 


IMF warns against oil subsidies 


By Stephen Fkfler, Euromarkets Correspondent in Washington 


ANY ATTEMPT to soften the 
blow erf higher oil prices would 
be counter-productive and 
their impact should be passed 
straight through to consumers, 
the International Monetary 
Fund said yesterday. 

In its most important regular 
assessment of the world econ- 


omy, the Weald Economic Out- 
look, the Fund urged western 
gnn |>| T | ||M»ntB to learn Hw les- 
sons of the 1979s. There should 
be no attempts to subsidise oil 
prices to western consumers or 
ease the impact by loosening 
monetary policy. 

The Fund said that relaxing 
monetary policy would lead to 
pressures that "would evolve 
into an inflationary process of 
increasing severity." 

Mr Jacob Frenkel, chief IMF 
economist, said the impact of 
higher oil prices would be less 
severe than in the two oil 
shocks of the 1970s. Assuming 
no war broke out, the absolute 
increase in oil prices looked 
likely to be less man on either 
occasion. The industrialised 


countries had weaned them- 
selves away from ml as a result 
of conservation measures 
introduced since the 1970s. 

He cited three reasons which 
should stop governments sub- 
sidising oil priqes: 

• subsidies would worsen fis- 
cal deficits and add an addi- 
tional burden to government 
budgets; 

• market intervention would 
lead to pr es sure s that would 
one day burst, and also lead to 
a misafiocation of resources; 

O subsidies would run counter 
to conservation efforts, which 
have already helped industria- 
lised countries cope with 
higher ail prices. 

The report predicts a modest 
slowdown in growth in the 
industrialised countries and .a 
rise in inflation because of 
higher oil prices. 

But the impact on east 
Europe is expected to be espe- 
cially severe. These countries 
are highly dependent on ofl as 
a source of energy, and are 
already suffering the impact of 


economic reform and the end- 
ing of subsidies on energy 
exports from the Soviet Union. 

The report comes as a senior 
monetary official in Washing- 
ton outlined details of IMF pro- 
posals to soften the blow of 
higher oil prices on some 
develo p in g countries. 

These would provide for 
interest rate concessions on 
IMF credits for those countries 
hit worst by the Golf aims out- 
side the Middle East. 

The .Idea, according to the 
o ffi c ia l, would be for co untri es 
benefiting directly from higher 
oil prices to establish a fund to 
subsidise interest payments to 
these countries. The poorest 
countries already have access 
to subsidised Fund credits, but 
richer countries, such as Phi- 
lippines, India, Brazil and 
Jamaica, did not. 

The proposal is likely to be 
considered when the finance 
ministers and central bank 
governors of the Group of 
Seven industrialised countries 
meet in Washington at the 


weekend. The meeting pre- 
cedes the annual meetings of 
the IMF and World bank. 

However, the official said it 
was not felt that a special oil 
facility was needed and there 
was sufficient flexibility within 
current rules to accommodate 
increased borrowings from 
needy countries. 

Reinforcing thfl analysis of 
the World Economic Outlook, 

Bw i iff lrial said inrina h- ialliiwl 

countries should leave their 
targets for nominal growihln 
gross domestic product 
unchanged. A rise in oil prices 
would therefore mean that 
higher inflation would be offset 
by lower growth. However, this 
would lead to improved pros- 
pe cta f or growth in the 

mpfUirnt te rm. 

He described the current rise 
in oil prices as a “small oil 
shock without recycling,” in a 
reference to the recycling of 
Opec oft surpluses that com- 
mercial undertook in the 
1970s. 

Details, page 4 


Pound upset 
by Pohl 
remarks on 
inflation 
and EMU 

By Andrew Fisher in 
Frankfurt and Peter Marsh 
in London 

STERLING fell sharply 
yesterday after Mr Karl Otto 
Pohl, the Bundesbank presi- 
dent. appeared to suggest that 
Britain is some way from con- 
trolling inflation and is 
unlikely to join the p^ehang p 
rate mechanism of the Euro- 
pean Monetary System soon. 

Mr Pdhl said in Frankfort 
that countries with high infla- 
tion levels might find it hard to 
become full members of a 
European Monetary Union. 

He said: "1 don't want to 
name any country, but a coun- 
try with an infla tion rate three 
times as high as Germany’s 
cannot link Its currency to the 
D-Mark for all time without 
mass unemployment and enor- 
mous payments problems.” 

The pound fell by mare than 
3 cents after analysts said the 
comments underlined the diffi- 
culties for Britain of an early 
entry into the ERM while infla- 
tion remains high. The drop 
also underlined nervousness in 
financial markets about the 
outlook for the UK economy, 
which some analysts believe 
may be moving into recession. 

Britain's inflation rate is 
running at 10.6 per cent a year, 
compared with a European 
Community average of 5.5 per 
cent In West Germany infla- 
tion is running at 2.4 per cent a 
year. 

The British Treasury said it 
would not comment without 
seeing the foil text of Mr Pfihl 
remarks. 

The mnwngnta by Mr Pohl 

were part of a broad mid 
detailed reassertion of the Ger- 
man central bank’s opposition 
to rapid moves towards Euro- 
pean Monetary Union. He pres- 
ented arguments which the 
Bundesbank is to urge the 
Bonn Government to pursue at 
the next European-Community 
summit in December. 

While denying he was step- 
"jnhg on the EMU brakes, Mr 
Pfihl said the Bundesbank saw 
it as its duty to set out the 
conditions to be fulfilled before 
an acceptable monetary union 
could be achieved. 

He said: "It Is very impor- 
tant, and not always under- 
stood, that monetary union 
means doing away with the 
exchange rate as a corrective 
to divergent economic develop- 
ments." 

In that part of his comments 
which affected sterling, Mr 
Continued on Page 16 
Markets, Second Section 


UN close 
to approval 
of air 
blockade 
against Iraq 

By Ivo Dawnay in 
Budapest and Michael 
Littlejohns in New York 

AN AIR blockade of Iraq 
endorsed by the United 
Nations is imminent following 
agreement between the five 
permanent members of the 
United Nations Security Coun- 
cil 

The move, the first of its 
kind in the history of aviation, 
will involve draconian restric- 
tions on flights to and from 
Iraq and Kuwait. 

The agreement underlines 
the determination of the inter- 
national community to 
increase pressure on an ever 
more isolated Iraq. 

The rapid progress of the 
five powers - Britain, China, 
France, the Soviet Union and 
the US - in pulling together 
proposals to extend the exist- 
ing trade embargo and naval 
blockade of Iraq was revealed 
yesterday by Mrs Margaret 
Thatcher, the British Prime 
Minister. 

Questioned on the air block- 
ade during ha two-day official 
visit to Hungary, Mrs 
Thatcher said: 

“We have been working for an 
agreement with the Five and I 
believe it has been reached.” 

This was later confir med by 
officials at the UN in New 
York. 

A text drafted by the Five 
now awaits (he opinion of the 
10 elected members of the 
Council. Nine affirmative 
votes are needed to adopt a 
resolution and UN diplomats 
said they were confident the 
resolution would be approved. 

Yemen, the only Arab mem- 
ber, and Cuba might withhold 
support, even if they did not 
vote against the resolution 
when it comes before the 
Council, probably on Friday. 
The resolution, the eighth 
since Iraqi troops invaded 
Kuwait on August 2, would 
also authorise the arrest of 
Iraqi ships in their ports if 
there was evidence rf sanc- 
tions violation. It wtfLdd far- 
ther reaffirm the need to 
freeze Iraqi and Kuwait assets. 

An embargo could be 
enforced by insisting that any 
aircraft flying to Baghdad 
would be required to land at 
an airport in a neighbouring 
territory when it sought over- 
flying permission. 

On landing, its cargo would 
be inspected to ensure that it 
did not conflict witb the terms 
of the exisiting sanctions. 
Only cargos uf essential food 
and medical supplies would be 
allowed through. 


Japanese banks seek loans to 
meet capital ratio regulations 


By Stefan Wagstyl in Tokyo 

JAPANESE banks, in need of 
funds to reinforce their capital, 
axe seek i n g subordinated townc 
from industrial groups among 
their customers. Subordinated 
loans are those under which 
lenders do not have first prior- 
ity on a company's assets in 
the event of financial difficul- 
ties. 

The move is an indication of 
the serious damage done to the 
banks* balance sheets by this 
year’s plunge in the Japanese 
stock market 

The banks need funds to 
meet tough regulations on cap- 
ital adequacy laid down by the 
Bank for International Settle- 
ments (BIS). Although BIS 
rules do not come fully into 
effect until March 1993, banks 
want to repair their capital 
positions by the end of this 
month, the next financial 
reporting date. 

In an effort to raise more 
than Y2,000bn ($14.3bn) in a 
few weeks, the banks have del- 
uged the capital markets with 
j gangs of subordinated notes. 
They have also turned to Japa- 
nese life insurance companies 
for loans. 


No bank bas admitted to 
turning to its customers for 
help. An executive at one lead- 
ing bank said it would not con- 
sider such a move. 

But several industrial groups 
said yesterday they had been 
asked for money. Among them 
was Toyota Motor, which has 
available cash of Y2£00bn - 
itself enough to meet most of 
the banks* Imm ediate 

Toyota said: “We have been 
approached by several banks 
and have made loans. We have 
also done this In the past when 
the banks asked for help. Now 
the banks need to Improve 
their capital ratios and they 
are talking to us about subordi- 
nated loans.” 

Nissan Motor told a similar 
story: “We have been 
approached by several banks 
with which we have business 
contacts. We are considering 
these proposals favourably.” 
Nippon GO, the largest oil dis- 
tributor, said it was studying 
firm requests from two banks 
and expected to receive several 
more by the end of the month. 

The Japanese Ministry of 
Finance bans direct loans from 


industrial companies to banks, 
but loans maflp by the manu- 
facturers' financial subsid- 
iaries are permitted. The diffi- 
culties caused for banks by 
this year’s plunge in Tokyo's 
markets prompted Hw min- 
istry to relax some of the regu- 
lations on fund-raising. 

Until this summer, only the 
three long-term credit banks 
were allowed to issue subordi- 
nated debt. Commercial banks 
were banned, under regula- 
tions dividing the privileges of 
different kinds of bank in 
Japan. 

But in July, Sumitomo Bank 
secured the ministry’s permis- 
sion for a $lbn subordinated 
note issue, made by an over- 
seas subsidiary of the bank. 

A rush of other issues fol- 
lowed, helping to drive yen 
interest rates to their highest 
levels this year. At home, the 
long-term credit banks have 
retained their monopoly of 
note Issues, but commercial 
banks have been permitted to 
tap life insurance companies 
arid others directly for subordi- 
nated loans. 

Con ti nued on Page 16 


President Collor lowers 
Brazil’s nuclear aims 

A secret programme 
started in the 1970s 
has brought Brazilian 
scientists within a 
hair's breadth of build- 
ing a nuclear bomb. 
But President Collor 
de Mello assures the 
west the project has 
ceased 
Page 4 
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CRISIS IN THE GULP 


Congress steps up criticism of Bush’s Gulf policy 



By Lionel Barber in Washington 


PRESIDENT George Bush's 
honeymoon with Congress on 
the Golf crisis is over. 

Last week, members vented 
their frustration with Japan 
and West Germany for failing 
to contribute adequately to 
Operation Desert Shield. This 
week. Democrats began the 
hunt for scapegoats at home to 
explain why, in Mr Bush's own 
words, the US is on the brink 
of war with Iraq. 

The groundsweU of Congres- 
sional criticism may simply 
reflect unease about the drift 
toward military hostilities in 
the absence of a diplomatic 
solution. What is clear is that 
domestic criticism previously 
confined to neo-isolationists on 
the right is spreading as Con- 
gress straggles to shape a rule 
fin- Itself in the crisis. 


The most immediate problem 
for the Administration is 
whether to press ahead with its 
proposed $ 20 bn (SlOSho) arms 
package to Saudi Arabia, or 
whether to scale it back in the 
face of opposition from pro-Is- 
raeli members in the House of 
Representatives. 

On Tuesday, Democrats such 
as Mr Tom Laotos of California 
and Mr Larry Smith of Florida 
accused the Administration of 
trying to sneak the Saudi pack- 
age past a Congress preoccu- 
pied by the Federal budget 
negotiations and the November 
mid-term election. While pre- 
dictable, their criticism, has 
been enough to give the Con- 
gressional liaison people at the 
White House and State Depart- 
ment queasy stomachs. 

Mr Richard Cheney, US 


Defence Secretary, remains 
hopeful that the aims package 
will go through. This week, be 
told Mr Moshe Arens, Israel’s 
Defence Minister, that the US 
would look sympathetically on 
Jerusalem’s request for an 
extra $lbn in mffitary aid and 
sophisticated weapons, pro- 
vided its supporters refrained 
from blocking the Saudi deaL 
There is still some concern 
about the method of payment; 
Israel’s debts put it in a much 
weaker bargaining position 
than cash-rich Saudi Arabia. 
More importantly, some mem- 
bers question why the Admin- 
istration deans it necessary to 
sell the Saudis so much, so 
soon. Those with longer memo- 
ries recall how the US armed 
the Shah of Iran to the teeth. 
“Yeah,” said one Democrat, 


"and looked what happened to 

him." 

A separate, but equally trou- 
blesome source of criticism 
concerns the Administration's 
earlier policy on Iraq, now 
branded as a major failure bor- 
dering on appeasement 

The debate began fast week 
afro* the Iraqis - in a move 
clearly aimed at discrediting 
President Bush — provided a 
transcript of a meeting 
between President Saddam 
Hussein and Ms April Qlaapto, 
US ambassador to Baghdad, on 
July 25, a few days before 
Iraq's invasion of Kuwait 

The most damaging revela- 
tion was Ms Glaspie’s assertion 
that the US “has no opinion on 
the Arab- Arab conflicts like 
your border disagreement with 
Kuwait," More revealing, per- 


haps, was Ms Glaspie’s later 
statement in an interview with 
The New York Times which 
appeared to corroborate this 
key point 

Obviously, said Ms Glaspie, 
“I didn’t think - and nobody 
else did - that the Iraqis were 
going to take all o/Kuwaxt” 

The implication is that the 
Bush Administration was pre- 
pared to let Mr Saddam chew 
off disputed territory belonging 
to Kuwait, such as the two 
small Kuwaiti islands which 
perch astride Iraq's access to 
the Gulf as well as part of the 
RumaiJa oil-field. 

Democrats sense a political 
opening. This week, Mr John 
Kelly, the Assistant Secretary 
of State for the Middle East 
and the chief architect of the 
Iraq policy, was summoned to 


Making Iraq ‘airtight’ 


poses range of problems 


By Robert Graham 


THE ultimate value of an air embargo 
against Iraq will be tbs ability to iden- 
tify and isolate countries still seeking to 
provide assistance to Baghdad. 

This is the view of military experts 
studying the impact of United Nations 
Security Council proposals to expand 
the current land and sea embargo to 
include goods reaching Iraq by air. The 
international community has no previ- 
ous experience of operating an air 
embargo and the experts admit It will 
be difficult to make Iraq “airtight”. 

Only a small quantity of essential 
military and non-military supplies are 
believed to be reaching Iraq by air. 
These are understood to be primarily 
coming from Libya and Yemen (though 
not necessarily originating from these 
countries). They are being flown to 
Iraq, according to western intelligence 
officials, using either Jordanian or Syr- 
ian air space. 

The proposals before the UN wmtafn 
both exemptions and one clear loop- 
hole. The exemptions would cover 

hnrnantfgrifln supplies of mwdiriwAM anil 

food shipments - although the latter 
would be judged case by case. Flights 
carrying refugees would also be exempt 
as would probably those carrying diplo- 
mats and nfflrfaTa, 

The loophole centres round the 
inability to employ the ultimate sanc- 
tion. of shooting down aircraft which 
refuse to indentify themselves and their 
cargo. The 1944 Chicago convention on 
aviation has been ameniM to ban this 
dn the wake of the 1983 downing of the 
airliner by Soviet jets. 
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Nevertheless, countries seeking to 
enforce the embargo employ a num- 
ber of measures which will make a 
hinricarffl "reasonably effective", accord- 
ing to Mr Andrew Duncan of the Lon- 
don-based International Institute for 
Strategic Studies. 

The principal aspects of an air 
embargo would be: 

• Flight Control. All aircraft bound for 
Iraq must obtain clearance from the air 
traffic control of Its neighbours - Iran, 
Jordan, Syria, Saudi Arabia and Tur- 
key. Clearance would be given only 
after the cargo had been verified. In 
principle the aircraft would be obliged 
to land before receiving clearance. Such 
procedure would also apply to air cr aft 
flying aver other countries and believed 
to be an route for Iraq. 

• Interdiction. Aircraft denied air traf- 
fic control clearance would automati- 
cally lose their Insurance cover. They 
would be challenged In the air by a 
combination of being “buzzed” and 
radio interference. Warning shots could 
also be fired. These aggressive chal- 
lenges would deter all but the most 
determined of pilots. 

It is recognised that Jordan, at least, 
may keep its airspace open to Iraqi- 
bound flights. However, defence expels 
point out that once an air em ba rgo is 
agreed, it will be possible, to monitor 
with reasonable accuracy those aircraft 
going in and out of Iraq. Hus would 
then enable the international commu- 
nity to take sanctions against the air- 
line or the aircraft’s co un tr y of origin 
- or both - for sanction busting: 
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the House Foreign Affairs 
Committee and roasted for 
opposing sanctions against 
Baghdad, and for sending 
ambiguous signals about 
Washington’s response to an 
invasion of Kuwait 

Mr Lee Hamilton, widely 
seen as a possible future Demo- 
cratic Secretary of State, thun- 
dered at Mr Kelly: Tasked you 
if there was a commitment to 
come to Kuwait’s defence if 
attacked. Your response over 
and over again was: we have 
no defence treaty relati o ns hip 
with any Gulf country.” 

Congressional criticism con- 
fined to the assistant secretary 
level is tolerable; the alarm 
bells will start ringing if it 
spreads upwards to Mr James 
Baker, the US Secretary of 
State. 


UK freezes 
accounts of 


supplier to Iraq 


By Victor Mallet and Richard Donkin in London 


Andreotti 

abandons 

ambivalent 


stance 


By John Wytee in Rome 


Yassir Arafat, FLO dutbxnan, walks hand in hand with Jordan’s Grown Prince 
Hassan before talks in Amman on the Golf crisis. King Hussein of Jordan 
yesterday launched a peace initiative and officials said he would insist on an Iraqi 
pullout from Kuwait as part of any deaL The king left for talks with Morocco's 
King Hassan and President ChadH BenJedid of Algeria. 


NEARLY seven weeks after 
the Iraqi invasion of Kuwait, a 
combination of external pres- 
sure from the US and internal 
prompting from coalition part- 
ners appears to have swung 
Mr Glisiio Andreotti, Italy’s 
Prime Minister, resolutely 
behind the western strategy 
for resolving the Gulf crisis. 

His waverings during this 
period have brought him dose 
to open conflict with ministe- 
rial colleagues, principally Mr 
cianwi De Mw For- 

eign Minister, over the Italian 
contribution to the military 
build-up in the Gulf. 

The divisions at tbe top of 
the Italian Government have 
risked embarrassing Italy as it 
leads the European Commu- 
nity during its current term In 
the EC presidency. France, 
Britain and the US have been 
privately critical of Italy's 
original decision to commit 
only two frigates and a sup- 
port ship to the Gulf, and also 
about the ambiguity of some 
of Mr Andreottt’s utterances 
on the crisis. 

However, after meeting Mr 
James Baker, the US Secretary 
of State, last weekend, the 
Prime Minister issued an 
unequivocal statement of sup- 


BRITAIN yesterday froze 
several bank accounts of Iraqi* 
controlled companies in the 
UK which were part of a group 
supplying Iraq with equipment 
for its military industries. 

The frozen accounts - some 
of them at Lloyds Bank - 
belong to Matrix Churchill, the 
Coventry- based machine tool 
firm, and its parent companies 
Technology and Development 
Group (TOG) and TMG Engi- 
neering. _ 

However, Matrix Churchill, 
bankers and British officials 
said last night that the 
machine tool operation, which 
employs 600 people, could use 
some bank accounts and was 
continuing to trade. 

Directors of Matrix met offi- 
cials of the Department of 
Trade and Industry (DTD yes- 
terday to discuss the fixture of 
the company after the Bank of 
England had moved to freeze 
some accounts. The Bank 
declined to comment 

The move followed the US 
Government’s decision to seize 
control of Matrix Churchill 
Corp of tbe US, and a British 
order expelling diplomats and 
a n umb er of Iraqi businessmen 
associated with Iraqi procure- 
ment Yesterday the DTI said 
Iraqi-owned companies in the 
UK should already have had 
their assets frozen. It ccmld not 
explain why the authorities did 
not take action until yesterday. 

It is understood, however, 
that the British government is 
anxious to avoid jeopardising 
jobs unnecessarily at one of 
the country's leading machine 
tool manufacturers, and is also 
uncertain about the legal 
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implications of dos ing d own h ; 
company such as Matrix. 

British management 
Matrix Churchm has been 
negotiating for six m onth s to V:J\j 
buy cwt the company from ito ■ ; ^ 
Iraqi owners. Mr P eta: Alien , 
i rate; and marketing director,;^ 


said yesterday that uegotia* >?^ej 
tions were at an jdvak»T>/a 
He would not 


__ V /SS. 

w JOB i 

the" purchase price.' 

At present -UK management^' r+Ai 

hold 11 per cent of Matrix,. --vga 
while 89 per cent is m lngg>Vw 
hand*. Negotiations have beetn 
carried out with Mr Han a ^ 
ami Mr Adnan al- Amiri. 
directors of TDG. TDG Ts ooor^ f; 
trolled by tbe Iraqi state, f. 


The embargo on ex ports 


Iraq suspended a £26m tnrtik&&;r&y 
project by Matrix to establish tCB.-i'iZ ; 


die-forging plant In W 


of the order had been suborn- 
tracted and Matrix was abfe-te^;^. 
Invoke the force tmtfeure c Wnse-S^ii 
in its contracts. '2 

Iraq, meanwhile, announced:* 
yesterday It was seizing the 
assets of countries suppcriiz^'-io^iJ 
sanctions against Ba gh da d , 
although various governments ? .#3yG.J 
and hanks said there wasra-fa^^M 
lively little inside Iraq fbr^&3 
Baghdad to seize. Non-Arabs 
are not allowed to own pro^^tfe] 
erty in Iraq. 

“All assets - cash depomts/l^- 
property, interest and other: 1 ?- 
revenue - belonging to tbe 
governments, institutions,' 
companies ma batiks' of fhfre 
countries that have 
o p press i ve resolutions 
Iraq are hereby confix 
said the text of a new — 
reported by the Iraqi Newa^ 
Agency. 
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NEWS IN BRIEF 


KGB chief concerned 


».» 


over Soviet citizens 


port for tiie w e ster n strategy. 

lake mm- 


*Tf It js nece s sary to take: 
tary action, both to enforce the 
embargo aid to d emons tr a te 
the will to go aU tiie way, this 
must be. done,” said Mr And- 
reotti, who added that he 
would support sanctions 
against Chore countries that 
violate tiie embargo. 

Within Italy, Mr AndreotiTs 
reluctance to align himself 
with Franco-British positions 
on tire Gulf Is seen partly as 
reflecting tire anti-war reflexes 
of an old-time Christian Demo- 
crat, and partly as a character- 
istic reaction to domestic polit- 
ical exigencies. From the 
outset, he decided that he did 
not want to spark outright 
opposition from the Italian 
Communist Party, and In spite 
of strong pressure from Mr De 
MicheUs’s Socialist Party and 
from the smaller Republican 
Party, the Prime Minister did 
not want to add to the token 
Italian naval force until It was 
clear that Italy was risking a 
diplomatic row with the US. 

Last Friday, just before Mr 
Baker arrived in Rome, the 
Government announced that it 
would send another frigate 
and eight Tornado aircraft. 


Mr Vladimir Kryuchkov, the KGB chief, arid y esterday the flight 
of about 90 Soviet military specialists in Iraq was worsening and 
Moscow would hold Baghdad responsible for their welfare. Rente 
reports from Moscow. ' 

“Conditions under which Soviet specialists are operating in 
Iraq have worsened lately,” Mr Kryuchkov tokt a group of visit- 
ing executives from a US news organisation- “We bold Iraqi 
authorities responsible Bar thmr fives and their state of .health, 

be added. - - . ' 

The Soviet Foreign Ministry meanwhile denied Moscow had 
agreed to lend the DSn large ship to ferey military. equipment to 
the GulL . ■ - l: 




Nato boosts patrols 




Nato yesterday agreed to send extra spy aircraft to the Gulf and 
warships to reinforce the eastern Mediterranean, alliance sources 
said. Renter reports from Brussels. 

Nato ambassadors approved the idea of sending more Awacs 
aircraft to Turkey. Some have already bran patrolling the area. 
The meeting was also understood to bave approved a US request 
to move an alliance ship - right warships from different coun- 
tries - to the eastern Mediterranean from its present deployment 
in the west 


Quayle denies Saddam threat 


Vice-President Dan Quayle denied yesterday that the US intended .-: ’*&?■ 

DmnMnn, CaJjl.n FT... I. T J IJ m. .1 J. -J* 


to eliminate President Saddam Hussein of Iraq and said Washing- 
ton would allow him to remain In power if be halted his military 
aggression. Renter reports from Washington. 


Saudis lift immigrant privileges 


Saudi Arabia, angered by the pro-Iraq stance of Yemen and PLO, 
yesterday abolished privileges enjoyed by hundreds of 
of Yemenis and Palestinians working In the oil-rich lr Mm., 
Reuter reports from Nicosia. An interior ministry statement said 
all foreigners would be treated equally under the kingdom’s strict 
Immigration laws. Yemenis had been exmpted from the need to 
obtain entry visas, while Palestinians did not need sponsors to 
stay in the kingdom. 


Argentina to send token force 


By John Barham in Buenos Aires 


PRESIDENT Carlos Menem of 
Argentina has ordered a com- 
bined Argentine force compris- 
ing about 100 soldiers, two 
transport aircraft and two 
navy vessels to join the inter- 
national forces In the Gulf. 

Mr Domingo CavaHo, Argen- 
tina's foreign minister, 
announced the decision on a r 
nationwide broadcast on Tues- 
day night. Officials said tbe 
announcement followed a 
request on Monday by the 
Kuwaiti govemment-ln-exile 
for Argentina to contribute to 
the forces. 

Argentina is tbe first Latin 
American nation to send 
troops to the Gulf. An active 
Argentina role in the Gulf cri- 
sis has been hotly debated for 
months. A token presence 
there will distract Argentina's 
politically restless soldiers 
from domestic affairs. Also, a 


responsible international mis- 
sion could also improve their 
image, darkened by violent 
repression in the 1970s and 
humiliating defeat in the Falk- 
lands conflict with Britain in 
1982. 

The troops’ activities in the 
Gulf will have the added virtue 
of distracting public opinion 
from the country’s severe eco- 
nomic problems. The govern- 
ment says Arab countries will 
meet the cost of deploying 
forces to the Gulf. 

Mr Ca valla feels that partici- 
pation to the Gulf forces could 
overcome Argentina’s isolation 
and improve relations with the 
US. "Argentina wants to take 
pert In the new world secur- 
ity system which will emerge 
as a consequence of this con* 
fli rt. " 

Argentine diplomats believe 
their refusal to declare war an 


Germany until the final 
months of the Second World 
War deprived Argentina of 
American economic and politi- 
cal support la the postwar 
period. 

Although relations between 
Washington and Buenos Aires 
are warm, the US has always' 
been concerned about Argen- 
tine involvement in the Condor 
u, an intermediate range m is- 
system, developed jointly 

W ™ 1 Egypt, Iraq and West Ger- 
many. 
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CRISIS IN THE GULF — — 


Turkey asks 
allies to 
repay $5bn 
Gulf ‘costs’ 

By Jim Bodgener in 

Ankara 

TURKEY has estimated that 
the Gulf crisis win cost it SSbn 
(£2.7bn). It is to press Its com- 
pensation claim in Washing- 
ton. both at this week’s annual 
IMF/World Rank meeting and 
during next week's visit to the 
US of Mr Turgut Ozai, the 
Prime Minister. 

However. Turkey’s central 
bank governor said this week 
that the Turkish economy was 
robust enough to bear the 
extra costs caused by the cri- 
sis. 

"The Turkish economy will 
not be ruined iT the aid is not 
forth coming,'' Mr Rusdu Sara- 
coglu. the governor, said. He 
said Turkey's foreign exchange 
reserves have continued to 
buiid. "i think the resilience of 
the economy is such that this 
cobt can be borne, and Turkey 
will continue to meet all its 
international obligations.” 

He said Turkey had acted on 
principle to which price tags 
could not be attached and 
would continue to do so. 
whether compensated or not 
However, he added that "this 
crisis will set a precedent as to 
how the West acts towards its 
allies," alluding to Turkey’s 
claims both for direct aid and 
for trade concessions, notably 
from the European Commu- 
nity. 

The $5bn price tag covers a 
period of 12 months from the 
start of the crisis at the begin- 
ning of last month. This 
includes flbn in lost exports to 
Iraq, about $400m in lost con- 
tracting and transport services, 
5300m in lost oil pipeline reve- 
nues, about $lbn from higher 
ail prices, baWd on a price of 
$27 per barrel, and $700m in 
foregone Iraqi debt, net of 
Turkish debt servicing to 
Kuwait 

In addition, the treasury esti- 
mates Turkey will this year 
lose about $lbn In tourism 
earnings, around $400m in for- 
eign investment out off, and 
about $200m in invisibles such 
as loan issuance and workers 
remittances. 

Compensation should reflect 
the fact that most of the costs 
are current transactions on the 
balance of payments, said Mr 
Saracogln. Financing these 
costs with loans would only 
defer them. Mr Ozal has 
instead urged that Turkey 
would prefer “more aid, not 
trade". 

Turkey would also expect . 
current account items from 
Gulf countries benefiting from 
increased oil prices such as 
grants, or oiL Turkey took up 
to 60 per cent of its oil supplies 
from Iraq before the crisis. 

Mr Saracoglu said that 
despite some pledges of aid, 
including an offer of $300m last 
week from the exiled Kuwaiti 
government, no money had 
been credited to the central 
bank. The EC has so far failed 
to agree on precise sums in an 
aid package for countries worst 
hit by the crisis. 

On Turkey’s capital account, 
two possible forms of compen- 
sation would cany important 
political weight. The first 
would be the release by the EC 
of an EcufiOOm (£42Im) loan, 
which had been discussed by 
the European Commission but 
which was blocked before the 
1980 military coup and since 
frozen on human rights 
grounds. 

The second would be the 
release by the World Bank of a 
second tranche of a financial 
sector adjustment package, 
which has long been withheld 
because of Turkey's non-com- 
pliance with its conditionality. 
IMF reports, Page* 


Correction 

Churchill Hotel 

The Churchill Hotel is owned 
by Park Lane Hotels of Hong 
Kong and not, as we stated In 
yesterday’s FT, by Kuwaiti 
interests. 
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One of Syria's 1,500 commandos on parade in a gas mask at the 
Syrian army position at flafar a! Batin in Saudi Arabia 


Saudi-US alliance comes out of the closet 

Lara Marlowe reports from Dhahran on the sudden fruition of a long-standing friendship 


T HE Gulf crisis has forced Saudi 
Arabia and the US to abandon the 
discretion which has surrounded 
their alliance of at least four dr ea ri es. 
“The American-Saudi alliance is out of 
the closet," says one enthusiastic Saudi 
“Our relations have never been 
better. Now the US realises that we - not 
Israel - are the strategic country in the 
Middle East.” 

After years of resisting American 
requests for military bases in Saudi 
Arabia so as not to offend Arab opinion, 
the Saudi royal family has now given the 
US aimed forces free run of the Defence 
Ministry in Riyadh and all of the King- 
dom's bases. 

The US recognised the Al-Saud family 
monarchy in 1931 and two years later the 
Standard Oil Company of California 
obtained exclusive rights for oil explora- 
tion in Saudi Arabia. The US Military 
Training Mission and the US Army Corps 
of Engineers has been present in the 
Kingdom since the Second World War, 
when Saudi Arabia allowed the US to use 
Us airfields. 

Saudis admit that relations with the 
US are based on a common threat to 
their mutual interests. The two countries 
arc bound by oil and money - not cul- 
tural affinity. 

Many Saudis and Americans are 
already questioning the durability of an 
alliance between a superpower and a 
country in which women are not permit- 
ted to drive or sit In classrooms with 
men, religious police rap with sticks on 
shop windows to ensure they close five 
times a day for prayers, foreign publica- 
tions are censored and Koranic law dic- 
tates public beheadings and amputations. 
Michael Jackson is banned. 


The Iraqis used American television 
network footage of women dancin g in 
front of US soldiers in Dhahran to try to 
discredit the Saudi government Because 
of the “discomfort” caused to the Saudis 
the US military announced that future 
invitations to the variety show arranged 
by the American community would not 
be accepted. 

Two questions are constantly asked 
here: when will the 170.000 US troops 
leave, and c*" Saudi society remain 
iminnin«N«H> by the American presence? 

The Saudi government has so far man- 
aged to quell opposition from rel ig io us 
leaders to the US deployment by reassur- 
ing them that American troops will leave 
as soon as they are asked to. The reli- 
gious shpikhs are appointed by the gov- 
ernment and are cautious but clear In 
their statements. 

“As a principle, nobody liked the 
American troops coming here." said 
Sheikh Raad bin-Faez AJ-Mudarah. rector 
of Prince Abdul Aziz Masque in Dhahran. 
"But we are forced to accept it as a 
temporary measure. There are no prob- 
lems between our governments . but the 
cultural differences might be an obstruc- 
tion to friendship.” 

Religious leaders work in tandem with 
the Mutoxca or religious police - mem- 
bers of the Community for the Encour- 
agement of Virtue and the Discourage- 
ment of Vice. Fanciful as it may seem. 
Saudis say the Mutuum believe that 
“westernised” Saudis have connived with 
the Americans to eliminate the most con- 
servative religious elements of Saudi 
society by sending them to the front to 
fight against the Iraqis. 

For their part the American Business- 
men’s Association (ABA) in Dhahran 


measures the need for friendship with 
Saudi Arabia: before the Gulf crisis, 
Saudi Arabia was already buying approx- 
imately S3bn worth of American weapons 
every year. 

The ABA points out that neither Egypt 
or Israel pays cash - as the Saudis do 
- for their US arms. Some 26,000 
Americans work in Saudi Arabia. The 
Kingdom controls 25 per cent of the 
world's oil reserves and is the largest 
foreign supplier of oil to the US. 

Dr Bakr Abdullah Bakr, the American 
educated Saudi director of Dhahran's 
King Fahd University of Petroleum and 
Mi n er a ls, believes that mutual economic 
interest outweighs cultural differences. 
“The main interest of America here is to 
have oil produced, shipped and sold with- 
out disruption, so that they and their 
allies can have this vital commodity 
without risk. We depend on America 
more than it depends on us. The West is 
our market. A lot of Americans forget 
that we need to sell this oil. We cannot 
drink it” 

D r Bakr, however, also points to 
the fact that Saudi Arabia is pay- 
ing its way. “We are paying most 
of the American army's expenses. It's not 
like Korea or Vietnam where the 
Americans came as a rich superpower. 
Saudi Arabia has been able to buy what 
it needed, rather than beg it” 

Few Saudis harbour illusions about US 
motives in protecting their country and 
campaigning for the rights of Kuwaitis. 
Ms Faisa Am bah. a Saudi reporter for the 
Enghgh language Arab News, quoted a 
State Department official as saying that 
“if Kuwait grew carrots, the US wouldn't 
be here”. 


Ms Ambah added: “Why did they never 
care about the rights of the Pal es t inians ? 
The crisis has focused a lot of peoples 
minds on the Americans, because now 
we know what they are capable of doing 
if they want to." 

Yet many Saudis fear the differences 
between the US and Saudi Arabia could 
be used as a pretext for the Americans to 
pull out if «*ga nairipfl became unaccept- 
able. “I don't think it’s a question of 
monarchy versus democracy, Ms 
Ambah said. “Costa Rica is a democracy, 
but the Americans would not accept 
huge casualties to defend it- Def en di n g 
Saudi Arabia is not like defending their 
own country or Western Europe. They 
just don't feel the attachment" 

Ms Ambah said she hoped the Gulf 
crisis might result in greater freedom for 
Saudi women. A Saudi publisher who 
asked not to be named said he would like 
to see a free flow of information into the 
Kingdom. Many Saudis said they 
a dmir ed the American work ethic ana 
American efficiency. “There’s a lot of red 
tape and bureaucracy that kills talent in 
Saudi Arabia. There is too much, favouri- 
tism and mismanagement,” the publisher 
said. 

Yet even Saudis who have lived in the 
US said America had no right to judge 
their society or tty to change it. “We are 
a very simple, traditional people.” a 
Saudi diplomat said. “Americans see 
postcards of Saudi superhighways and 
shopping malls and they mistake that for 
modernity. Our leaders cannot do what 
Ataturk did in Turkey or what the Shah 
did in Iran." Most Saudis, he said, were 
conservative and would not accept a 
rapid westernisation of society. 


Israel may 
act against 
Saddam 

By Hugh Camegy in 
Jerusalem 

Mr Yitzhak Shamir, Israel's 
Prime Minister, said yesterday 
Israel might have to act to 
remove President Saddam Hus- 
sein if the US failed to do so. 

Mr Moshe Arens, his 
Defence Minister, added that 
Israeli forces were technologi- 
cally superior to any in the 
region, including weapons 
systems “they don't even know 
about”. 

In one of a series of newspa- 
per interviews to mark the 
Jewish New Year today, Mr 
Shamir was asked if Israel 
would have to “root out" Mr 
Sa ddam if Washington did not 

"Possibly, possibly,” he 
replied. Reflecting the Govern- 
ment’s concern that the cur- 
rent US-led action against Iraq 
might yet leave the regime 
intact, he said: “The situation 
could arise where we: stand 
alone against Saddam Hussein, 
then we will have to find an 
answer to how to prevail 
against this eviL" 

Also speaking in a newspa- 
per interview, Mr Arens said 
Israel still maintained a quali- 
tative military edge over Arab 
armies thanks to advanced 
weaponry developed by the 
country's defence industries. 
“If we have to go to war now, 
the enemy will find the Israeli 
Defence Farces with technolog- 
ical surprises.” He did not 
elaborate. 

Behind these bellicose state- 
ments, however, Israeli minis- 
ters remain acutely concerned 
that huge US arms sales to 
■ Saudi Arabia threaten Israel's 
military superiority in the 
Middle East and may tip the 
balance of US relationships in 
the region away from Israel. 

Mr Arens returned home 
yesterday from a trip to Wash- 
ington to seek sharply 
increased military assistance 
to offset such sales saying the 
US would take some time to 
decide on his request, under- 
stood to be for Slbn in immedi- 
ate aid as well as a $750m 
increase in the $ 1 -Sm animal 
aid Israel already receives 
from the US. 

Israeli media reported that 
Mr Richard Cheney, the US 
Secretary of Defence, had 
agreed to lease Israel 15 F-15 
fighters, two Patriot missile 
batteries and 10 CH-53 cargo 
aircraft as an initial step. 
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Higher oil prices expected to hit growth 


By Stephen Flttter, Euromarkets Correspondent, in Washington 


HIGHER oil prices will intensify the 
expected slowdown of world economic 
growth, according to the International 
Monetary Fund- 

Output is expected to expand 2 per 
cent this year and pick up slightly to 
2A per cent In 1991, according to the 
Fund's World Economic Outlook, pub- 
lished today. 

The Fond has lowered its expecta- 
tions for growth since it last published 
its economic forecasts in the spring, 
largely because of higher oil prices. 
The new protections - which assume 
no war In the Gulf - are based on oil 
prices averaging $26 a barrel for the 


rest of this year, gradually declining to 
$21 by the end of next year. 

The growth expectations compare 
with 3 per cent world output growth in 
1989 and 4.1 per cent in 1988. 

The forecasts show the ontput 
growth In the industrialised countries 
being tzimmed to 24> per cent this year 
and 2.4 per cent next. 

The Fund expects significantly 
slower growth in North A merica and 
the UK, but economic expansion 
remaining relatively strong in Japan 
and Germany. 

inflation to the industrial countries 
win also pick np to an average 4.8 per 


cent this year, before slipping to 4 J& 
per cent in 199L Inflation averaged 4.4 
per cent in these countries last year 
and 3.3 per cent In 1988. 

In the developing countries, the revi- 
sion has been sharper - growth will 
slow to 2J2 per cent this year before 
picking np to 42 per cent next 

If the oil price rise Is larger, the 
Fund projects even higher inflation 
and even lower output and employ- 
ment Assuming a price of about $33 
for the fourth quarter of 1990 — close 
to current oil market levels - and an 
average of almost $30 for next year, 
inflation in industrialised countries 


would rise above 5 per ft jf year 
and stay at a similar level In 1991. 

Output growth in the industrialised 
countries would slow to roughly 2.4 per 
emt this year ™i below 2 per 
next year. These hi gher prices would 
benefit output slightly in Britain and 
Canada, but further contract it in the 
other five countries of the Group of 
Seven. 

IMF officials point out, how e ver, that 
its projections do not take into account 
factors such as economic confidence. 
These would be likely to Intensify the 
economic impact at M glw anfl hi gher 
oil prices. 


Major seeks to build on 
Lawson debt package 
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Britain has put forward fresh plans to help the 
most indebted nations, reports Peter Norman 
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German unity ‘will 
have positive effect’ 


Shrinking 
in E Europe 


By Peter Riddell, US Editor, in Washington 


predicted 


US spending cuts 
and tax rises urged 


GERMAN unification should 
not put undue strain on the 
world economy, says the IMF 
World Economic Outlook. 

It concludes that "while 
there may be some short-run 
negative effects on countries 
outside of Germany, these are 
likely to be relatively small 
and transitory. The overall 
effect on the world economy 
would be clearly positive as it 






1 
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would raise output in the 
industrial countries (particu- 
larly in Germany) in the short 
run and would have favourable 
effects on the productive 
capacity of the world economy 
in the longer rnn.“ 

IMF economists argue that 
the short-to- medium- term 
impact of unification can be 
interpreted as an aggregate 
demand shock that win raise 
global investment relative to 
world saving. With large parts 
of the industrial world, includ- 
ing West Germany, operating 
at high levels of resource utilis- 
ation, the rise in demand will 
result in some upward pres- 
sures on prices and real inter- 
est rates. 

But over the longer run the 
prospective growth of the capi- 
tal Block and the more pffiripnt 
allocation of capital and labour 


in the former East Germany 
will raise productive capacity 
in a united nation. 

The analysis assumes that 
output per worker will rise 
over the next 10 years to about 
80 per cent of its level in West 
Germany in the year 2001. 
With East German labour pro- 
ductivity now about 35 per 
cent of the West German level 
- which is assumed to grow at 
roughly 2% per cent a year - 
the catch-up implies annual 
gains in output per worker in 
the former of about 10 per cent 
a year. 

The IMF sim ulation suggests 
that unification would lead to 
an increase in the rate of 
growth of total output in the 
present West Germany of 
about 0.5 per cent this year and 
0.75 per cent in 199L 

Subsequently, the rate of 
growth of output is estimated 
to be less than it would have 
been in the absence of unifica- 
tion, as the magnitude of the 
addiHnnfll net demand from 
East Germany diminishes and 
as increases in real interest 
rates mid exchange rate appre- 
ciation dampen the growth of 

dnfw ey Hi* and foreign demand . 

However, the level of output 
in West Germany remains 
higher than it would have been 
in the absence of unification, 

A modest increase in infla- 
tion in the former West Ger- 
many is forecast, peaking at 
about half a point higher than 
would otherwise have been the 
case next year, and the finan- 
cial market effects are rela- 
tively modest But the negative 
effect on government finances 
is seen as substantial in the 
short term. 


By Stephen Fldler 


By Peter Riddell, US Editor in Washington 


THE economies of eastern 
Europe will shrink by about 
SVa per cent this year, while 
output will also contract in 
the Soviet Union, the IMF says 
In its World Economic Out- 
look. 

This will be followed by 
another year of negative 
growth In 1991, partly as a 
result of higher oil prices com- 
pounded by high energy use in 
the region. Economic stagna- 
tion is also predicted next year 
for the Soviet Union, as the 
benefits it receives from 
higher oil prices will be lim- 
ited by lower oil production 
because of the deteriorating 
i nfrastructur e In the domestic 
nil industry. 

For 1990, the drop to output 
will be most severe in East 
Germany and Poland, the 
countries that have Introduced 
the deepest reforms. This to 
despite a substantial increase 
in activity in the non-soci- 
allsed areas of both economies, 
which are both relatively 
smalL The countries should be 
the first to reap the gains in 
efficiency resulting in the 
transition towards a market 
economy, however. 

The decline in the Soviet 
economy this year is partly a 
result of the breakdown In 
labour discipline and at ethnic 
and regional conflicts. The 
Soviet Union and other coun- 
tries in east Europe have also 
suffered a widespread failure 
of co-ordination among s t a te 
enterprises. 

In East Germany, Hungary, 
Poland u ud Yugoslavia, unem- 
ployment has grown and is 
likely to keep doing so. 


HIGHER taxes as well as cuts 
in spending will have to form 
part of any package to reduce 
the US budget deficit, the IMF 
argues in Its analysis of the 
outlook for Individual coun- 
tries. 

The report repeatedly 
emphasises the need for wide- 
ranging fiscal action in the US 
to hnip raise TiaHnnwi saving 
and "set the stage for a decline 
in Interest rates and for 
exchange rate adjustments 
conducive to a reduced exter- 
nal deficit." 

"To be consistent with the 
economy’s need for saving, the 
long-term objective of the fiscal 
plan should be to balance the 
operational budget - the uni- 
fied budget balance less the 
balance (surplus) of the social 
security trust fund. 

"A derision to naze tihw mm 
at the cut to be implemented 
out of concern that a large fis- 
cal cut should trigger a reces- 
sion would risk damag in g cred- 
ibility of the multi-year 
package that the budget sum- 
mit Is seeking, and thus keep 
interest rates from declining 
and raise the medium- term 
cost of fiscal adjustment.” 

The IMF economists note 
that Federal Reserve monriaiy 
policy has helped to avoid both 
a recession and a significant 
acceleration of inflat ion. But 
inflatio n has been stabilised at 
a relatively high rate. 

"A sharp tightening of mone- 
tary policy aimed at a quick 
reduction of Inflation could 
precipitate a recession - par- 
ticularly in a situation where 
relatively high levels of corpo- 
rate qpd household debt and 
the fragility of certain financial 


institutions raise the econo- 
my’s vulnerability to high 
Interest rates. 1 * 

In relation to the UK, the 
IMF economists argue that the 
growth of demand to again 
prov in g to be more robust than 
expected. 

"Moreover, the resistance of 
employers to wage demands, a 
crucial element in the restora- 
tion of sound economic condi- 
tions, has been weakened by 
favourable trends in industrial 
input prices. 1 * 

Underlying earnings growth 
has risen and, with productiv- 
ity failing, unit wage costs 
have risen at just over 10 per 
cent a year in the first quarter 
of 1990. 

"On balance, these develop- 
ments suggest that the process 
of adjustment will be 
protracted and will require 
maint enance of a stringent 
monetary policy for longer 
than previously thought.” 

“Although the continuation 
of a infl a tion differen- 

tial with the core European 
Monetary System countries will 
tend to complicate the entry of 
the UK into the exchange rate 
mechanism, a widespread 
expectation that this will occ u r 
soon seems to have underpin- 
ned confidence in the pound 
sterling despite a continuing 
large external deficit” 

On Japan, the report says 
that the pace of structural 
reform in areas such as land 
management and distribution 
must be intensified, both to 
improve economic efficiency 
and the welfare of the Japa- 
nese population, and to resolve 
trade disputes with Japan’s 
trading partners. 


F OR tiie second time in 
three years, Britain has 
put forward proposals to 
ease the lot of the world’s poor- 
est, heavily indebted nations. 

The four-point debt relief 
plan, announced yesterday by 
Mr John Major, the Chancellor 
of the Exchequer, at the Com- 
monwealth Finance Ministers’ 
meeting in Trinidad builds on 
an earlier package put forward 
by his predecessor, Mr Nigel 
Lawson. 

It took a good year for Mr 
Lawson’s ideas to gain suffi- 
cient international support 
before they were adopted as 
the "Toronto Terms" by the 
Group of Seven leading indus- 
trialised countries at their 1988 
economic summit. 

Mr Major’s proposed "Trini- 
dad Terms” a m oun t, to a signif- 
icant enhancing of the Toronto 
debt package. They are there- 
fore bound to come under criti- 
cal scrutiny from other west- 
ern finance ministers during 
the annual meeting of the 
International Monetary Fund 
and World Bank which starts 
in earnest this weekend. 

The British proposals will 
involve a cost for taxpayers in 
the developed world and so can 
be expected to meet opposition 
in the United States, which is 
wrestling with huge budget 
problems. Worries about moral 
hazard and lagal tprhniwilltjgs 
could make w inning German 
and Japanese support difficult. 

But Mr Major is convinced 
that action is necessary. 
Despite its containing provi- 
sions for debt-reduction and 
debt service reduction in exist- 
ing Toronto Terms for resched- 
uling official, non-aid related 
debt have sot prevented fur- 
ther growth of the debt over- 
hang of the poorest developing 
nations. 

"Most countries have some 
success to look back on over 
the past 10 years, whether it be 
a rfiang p in their political Sys- 
tran, an improvement in their 
Standard of living of economic 
structural adjustment,” Mr 
Major said. "But the poorest 
are falling further behind and 
are worse off now than then." 

He believes that rolled up 
interest payments and a grow- 
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Chancellor John Major: 
four-point debt relief plan 


ing stock of unpayable debt do 
not help economic reform. 
Debt makes indebted nations 
still less willing to accept the 
strict economic policy condi- 
tions that the IMF attaches to 
its support 

Mr Major’s willingness to 
embrace the cause of the poor 
debtor nations also owes some- 
thing to his early awareness of 
the problems of the developing 
world as a young banker in 
Nigeria. 

But another practical reason 
for his debt proposal is that the 
Toronto Terms are complicated 
to operate. They give creditors 
one or more of three options 
for rescheduling non-conces- 
sional debt 


oping countries was $L235bn at : f • 

the end of 1989. _ ..••i.’-l iriW 

The gap between the rauer... 
now proposed by Mr Major and i 
the Third World’s drat burnem _ 
reflects the relatively narrow - ^ 

group of countries which the 
Toronto Terms and T rinidad j&rfj 
Terms initiative are meant to/ 
address. _ _ . u -t4. /■ 

The Toronto Debt relief plan Vy. yj 
was targeted on countries to 
sub-Saharan African countries, .^7^ 
which were implementing 
programmes and which were 
so poor as to qualify for p wnto 
f rfnnfli finance from the Inter* 1 
national Development Assoda- 
turns, World Bank's soft loan 
facility. 

That generally meant coun- : '>'v -I 
tries with an gnnnfl 1 growth ;. 
national product per head o£*> 
less than $580 in 1987. . : • -v 


as mnu «uou m uu« . 

The results have been assis-; •jVv&j 

panolnff in • 


O ne goal of the Toronto 
package was to cut the 
debt burden of the poor- 
est debtor countries by a third. 
But the first year of the 
Toronto Terms’ operation, only 
two creditor countries - 
France and Japan - opted for 
this route. The others chose 
either to grant debt interest 
relief or long 25 year reschedul- 
ing period. 

The Chancellor’s plan could 
cut the stock of debt of the 17 
African and two South Ameri- 
can countries that have won 
debt rescheduling on Toronto 
terms to $9.2bn (£5bn) from 
$27.5bn at present and confer 
cash flow benefits of $2.7bn on 
these nations in its first year of 


tance for nations rangingin 
poverty from Mozambique with ;v;- ; 
a GNP per head of $100 to :• 
Senegal, which at the end of - 
1988 had GNP per head of $63tt l.iy 
Two South American recipi- . 
rads, Bolivia and Guyana, had.l 
GNP per head of $570 and $410 ? - «.• 
respectively at the end oi 1968. 

Left out of the Toronto - a ~ 
Terms were the middle income _ 
debtors and the so-called lower vv 
middle income debtors such as , - -£-j 
Egypt an d - before the GaK;* j£ 
crisis — Nigeria. -.'Ui 

Mr Major’s Trinidad Terms 
could possihly be extended to' 
countries such as Ghana which, 
have low incomes, are pressing 
ahead with economic reform 
and have not benefited from 
the Toronto scheme. He does .y 
not {dan to extend the scope of 
his Initiative to other groups of • 
countries. - % 

But that will not preven t big- ^ 
ger debtors hoping for debt ‘ . 
relief. Egypt, for example, owes U 
western governments $84J25bn 


and Nl&eria jakuhn. Granting 
Trinidad Terms to those two 
nations would cost the indus- 
trial countries around $32bn In 
debt relief. 


Third World debt to grow 9% 


Ratio of Debt to Exports 


T* 

ECGD has provided for losses 
expected under Trinidad Terms i 


By Stephen FMHer 


THIRD World debt will expand 
by 9 per cent this year and 
next, despite initiatives aimed 
at lowering the debt burdens of 
problem debtor countries, fig- 
ures from the International 
Monetary Fund show. 

The figures also show a 
greater share of this debt being 
owed to governments in the 
industrialised countries and a 
lower proportion being owed to 
banks. 

The trend Is likely to focus 
attention an initiatives on offi- 
cial debt relief, such as that 
announced in Trinidad yester- 
day by Mr John Major, the UK 


Chancellor. 

The figures show overall 
growth in debt to $L,354bn 
(£732bn) by the end of next 
year. But commercial bank 
debt is expected to fall by I % 
per cent over the two years to 
$5l8bn. 

The share of the debt owed 
to official creditors would rise 
from 42 per cent in 1969 to 45 
per cent in 1991. Countries 
with recent debt-servicing diffi- 
culties account for three- 
quarters of the SiOObn Increase 
in official debt over the 
period. 

This reflects in part the 


rescheduling of interest pay- 
ments by the Paris Club of offi- 
cial creditors, which has yet to 
grant debt forgiveness except 
for the poorest countries. It 
also due to debt reduction 
agreements between commer- 
cial banks and third woreld 
governments. 

The rep ort, which strongly 
emphasises the importance of 
economic reform for those 
countries attempting to emerge 
from their debt problems, says 
debt service bills for problem 
debtors are projected to rise 
Slightly this year and then fall 
back next 



By Peter Montagnon, World Trade Editor 
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THE EXPORT Credits Guarantee Department 
has already fully provided for the losses it 
would incur under the new Trinidad Terms for 
debt relief if these were extended to countries 
already benefiting from the existing Toronto 
arrangements, Mr John Maples, Economic Sec- 
retary to the Treasury, said yesterday. 

This means it will be spared the embarrass- 
ment of declaring a fresh large loss on top of the 
£441m deficit declared for the year to April 1989. 

Its next set of accounts, due to be published 
later this year, will again show a deficit, how- 
ever, as a result of a further increase in provi- 
sions unrelated to the Chancellor's proposals. 

The bulk of the £478m in ECGD-backed debt 
that would be affected by the proposals is owed 
by Mozambique, Ta n zani a , Zaire, Zambia, Boli- 
via and Guyana, Mr Ma p le s said. 

The total assumes, however, that other coun- 
tries, which are potentially eligible for debt 


relief as a result of their low living standards 
and high debt-service ratios, do not join the 
scheme. 

Some of these are large debtors such as 
Nigeria, to which the ECGD is particularly 
heavily exposed, and Egypt However Nigeria's 
living standards are hovering just above tiie 
cut-off point for the scheme and likely to rise as 
a result Of higher oil export earnings. 

The provisions created by the ECGD against 
potential losses on drift to developing countries 
exist on paper only and are designed to give a 
more authentic picture of its trading position. In 
practice the loss would be met through a cancel- 
lation of part of the existing ECGD debt to the 
government, which currently stands at just over 
£2 bn. 

The underlying impact on the Public Sector 
Borrowing Requirement in the first year would 
be around £70m, the Treasury said. 


Capital needs for S&L rescues mount 1 Brazil lowers its nuclear sights 

By Peter Riddel! O 


THE Resolution Trust 
Corporation, responsible for 
the rescue of the US savings 
and loan industry, will need up 
to $18bn (£9.7bn) of new work- 
ing capital over the next three 
months and possibly up to 
SiOObn in total funds in fiscal 
1991. 

Mr W illiam Seidman, RTC 
chairman, said it would need 
S30bn to $40bn of basic bail-out 
funds to cover the cost of clo- 
sures and losses an disposals 
in the 1991 fiscal year as well 
as $50bn to S60bn for working 
capital to finance the acquisi- 
tion and holding of properties 
before their sale. 

This money is raised from 
the Treasury and adds to 


overall federal funding needs. 

In the current quarter the 
RTC looks likely to borrow 
about S52bn, or S8.7bn less 
than estimated In July. This is 
because acquirers in a number 
of transactions bare opted for 
the extended put option under 
which the entire performing 
loan portfolio of a saving and 
loan institution passes to the 
acquirer, subject to the option 
of returning some of the assets 
to the corporation over a 
period of up to 18 months. 

Nevertheless, the RTC will 
be dose to its borrowing limit 
by the end of this month and 
"additional loss funds will 
have to come from the Ameri- 
can taxpayer". 


The congressional Budget 
Office has warned that, if the 
corporation is allowed to run 
out of money, more than 600 
insolvent savings and loans 
institutions would remain to 
be tackled, pushing up the ulti- 
mate cost of the rescue. The 
office estimates that, in pres- 
ent value terms, the total cost 
of dosing failed savings and 
loans will be nearly $2S0bn up 
to the year 2000. 

• Mr Charles Keating, former 
head of Lincoln Savings and 
Loan, which collapsed with a 
likely cost to taxpayers of more 
than $2bn, is now in prison in 
Los Angeles. He cannot put up 
S5m in bail after being indicted 
on criminal fraud charges. 


Mr Keating and three other 
executives of American Conti- 
nental. the parent company of 
Lincoln, have been charged on 
42 counts of selling secur- 
ities by false statements and 
omissions, selling securities 
without qualifications and 
lying to the California regula- 
tor. 

The charges arise out of the 
sale of more than $200m of 
high-yield junk bonds, 
described as uns e cured deben- 
tures. at branches of Lincoln 
Many were sold to elderly peo- 
ple who did not appreciate that 
the securities they acquired 
did not have the same federal 
guarantee as savings and loan 
deposits. 


Simon Fisher on an atomic arms programme now in full retreat 


Massachusetts voters 


turn against Dukakis 


El Salvador peace 
talks prove fruitless 


By Lionel Barber in Washington 


By Tim Coone in San Jos6 


MR John Silber, the caustic, 
shoot-from-the-lip president of 
Boston University, has won the 
Democratic nomination for 
governor of Massachusetts as 
voters staged a popular revolt 
against candidates with ties to 
Governor Michael Dukakis. 

Mr Silber, who was written 
off a week ago when he called 
a largely black Boston neigh- 
bourhood a “group of drug 
addicts", will face Mr William 
Weld, a former federal prosecu- 
tor, In the November general 
election. 

The upset victory in Boston 
came as voters in Oklahoma 
approved a constitutional 
amendment Uminiig state law- 
makers to 12 years in office, a 
notable first. 

Together, the results confirm 
evidence of widespread discon- 


tent about government and 
"professional politicians” as 
the US economy slides towards 
a recession and lower- and 
middle-class voters start to feel 
the pinch. 

In Massachusetts. Mr Silber, 
64, a native Texan, beat Mr 
Fronds Bellotti, a former state 
attorney general considered 
the early favourite. Mr Weld, 
45, also an outsider with little 
previous political experience, 
beat Mr Steven Pierce, the 
House minority leader, for the 
Republican nomination. 

Both men benefited from the 
public backlash against Mr 
Dukakis, the 1988 Democratic 
presidential candidate, and his 
adminis tration’s failure to cope 
with the economic downturn 
sweeping New England. 


A SERIES of peace talks to end 
the decade-long civil war in El 
Salvador has concluded with- 
out any significant progress 
towards a ceasefire, and with 
no firm date set for further 
talks. 

Six days of negotiations in 
San Jos€. Costa Rica, between 
representatives of the right- 
wing government of President 
Alfredo Cristiani and the 
left-wing guerrillas of the Fara- 
bundo Marti Front for National 
Liberation (FMLN) proved 
fruitless. FMLN delegate Mr 
Roberto Canas said: “To make 
progress at the negotiating 
table, pressure will be needed 
now at the international level, 
and on the political and mili- 
tary fronts at home.** 

Mr Alvaro de Soto, the UN 
Secretary General's personal. 


representative to the talks, 
said the two sides' sharply 
diverging views over the future 
role and structure of the El 
Salvadorean armed forces has 
been the main stumbling block 
in the series of talks, which 
began in Geneva last April and 
have continued at monthly 
intervals since. A September 15 
deadline to sign a ceasefire 
agreement was agreed on in 
Geneva, but has now passed 
with no new deadline having 
been fixed. 

Colonel Mauricio Vazgas, the 
army's representative to the 
negotiations, acknowledged 
that there was now a real 
threat of a guerrilla offensive 
but said the army was pre- 
pared and warned "it will be ; 
the responsibility of the i 
FMLN" of what may follow. | 


S TANDING AT the edge of 
a hole bored 320 metres 
deep into tbe Brazilian 
Amazon, President Fernando 
Cofior de Mello cast in a spade- 
ful of lime, a symbolic gesture 
burying, at least for the time 
being, the Brazilian military’s 
dreams of developing an 
atomic bomb. 

The holes were dug as part 
of a secret programme started 
under military governments in 
the 1970s. 

They brought Brazil within 
sight of joining the nuclear 
club. President Colioris gesture 
is calculated to reassure inter- 
national critics that Brazil will 

not use its current nuclear 
technology for developing 
nuclear weapons, and that the 
cloak and dagger days of the 
military past have been super- 
ceded by. a new era of atomic 
perestroika. 

But President Collor has yet 
to pronounce on proposals - 
an his desk since July - which 
call for a further stage of 
expansion in Brazilian nuclear 
research. Professor Lulz Pin* 
guelli Rosa, a physicist, likens 
the actual stage of Brazilian 
nuclear weapons development 
to a motor-car, where the 
wheels, chassis, engine and 
bodywork are all ready, and all 
that remains is to but the 
pieces together. 7 
International concern over 
Brazil’s nuclear programme 
has focused an its refusal to 
ratify the Nuclear Non-Prolifer- 
ation Treaty (NNPT), or to 
open installations to interna- 
tional inspection. Brazil has 
consistently argued that the 
NNPT simply guarantees tbe 
nuclear monopoly of industrial 
lised countries. 

But a deeper worry is the 
extent to which the Brazilian 



President Fernando Collor de Mello: a symbolic gesture to bury 
tbe Brazilian military's secret unclear arms prngr mi w n^. 


programme remains under 
exclusive military control. One 
of the key figures in Brazilian 
nuclear research is Brigadier 
Hugo de Oliveira Piva, a mili- 
tary reservist, whose unofficial 
activities in Iraq, where he 
heads a team of 21 specialists 
working on a secret missile 
project, are currently embar- 
rassing the government. 

The United States has 
embargoed the sale of a super 
computer to Brazil's state- 
owned aircraft manufacturer 
Embraer, on the grounds that 
it could be used for missile 
research. 

Washington has also vetoed 
delivery of missile parts com- 
missioned for Brazil's satellite 
launch programme. 


Brazil's nuclear research 
dates back to the 1950’s, but 
serious efforts to develop an 
independent nuclear capability 
were launched by Brazilian 
military scientists in a secret 
"parallel programme" under 
the military regimes of the 
1970s, a fact only officially 
acknowledged three years ago. 


P resent proposals from a 
working group set up to 
report to the President 
on the future of the Industry 
effectively amount to the res- 
urrection of the national pro- 
gramme. after the failure to 
agreement since 1975 With 
West Germany to deliver tangi- 
ble transfer of nuclear energy 
technology, despite the esti- 


mated $7bn price tag. 

The plan calls for new 
inv estm ent of almost $2bn to 
construct six new reactors, all 
with Brazilian technology and 
all free of international safe- 
guards. All will be unrtor mili- 
tary control; three for the 
navy, two for the air force. *nd 
one for the army. 

It w as the navy that pio- 
neered the parallel programme, 
and Its Aramar research centre 
in Sao Paulo state Is already 
capable of enriching uranium 
by ultra-centrifuge for re acto r 
use. The expansion pro posals 
would enable Aramar to pro- 
duce enough SO per cent-en- 
nched uranium to build a 
nuclear warhead. 

The naval programme has 
always been justified as an 
attempt to produce a Brazilian 

nuclear-powered submarine. 

The air force Aerospace 
Techno ogy Centre (CTA) is 
developing laser technology for 
a nuclear-powered satellite, 
tong after other countries have 
abandoned this technology 
because of the threat of con- 
tonrinatton If satellites fall 
back to earth. 
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Russian parliament demands Ryzhkov resignation 


By Quentin Peel in Moscow 

PRESSURE for Mr Nikolai 
Ryzhkov, the Soviet Prime Min- 
»ster, to resign was stepped up 
dramatically yesterday when, 
the Russian parliament - rep- 
resenting more than half the 
country — demanded formally 
that he quit 

The overwhelming vote of no 
confidence from the largest 
republic amounts to a direct 
assault on the Prime Minister's 
attempts to draft an acceptable 
economic reform programme. 
The latter now appears to have 
been overtaken by far more 
radical plans for a market econ- 
omy drafted by the economic 

Iron Lady 
cheers on 
Hungary’s 
limp market 

By tvo Dawnay in 
Budapest 

MRS Margaret Thatcher took 
her East European charm 
offensive to the beating heart 
of Hungary's capitalist revolu- 
tion yesterday - the tiny 40 foot 
by 15 foot trading room of the 
Budapest stock exchange. 

It was only a faintly beating 
heart For a few worrying min- 
utes before her arrival, the wel- 1 
coining party strained for a 
flicker from the blank digital 
trading board like a hospital I 
team testing for signs of life. 

In front of them, some 30 
dealers - a high turn out by 
normal standards - gossiped 
around their computer termi- 
nals. 

Then at 11.20am with a third 
of the day's one-hour trading 
time already gone. 50 shares in 
the Skala department store and 
trading group, limped onto the 
board at a formidable Forints 

45,000 or about £450 a share. 

From such tiny acorns, Hun- 
garian mega-markets must be 
bom, and Mrs Thatcher, when 
she arrived, was enthusiastic. 
Tts a good start,” she said. Mr 
Lajos Bokros, the exchange 
president, and a former Com- 
munist now charged with 
transforming the people's state 
into a land fit for yuppies, 
shrugged shyly at the dis- 
tinctly bearish market 

“Small is beautiful," he said, 
confirming the prime minis- 
ter’s observation that “at least 
you are ahead of Moscow." The 
Hungarian market, relaunched 
this summer, still has only one 
folly, listed share - the state 
tourist agency, fflusz - itself 
more than' 50 per cent in the' 
hands of the state. 

Some 60 others are also 
traded, but now have only 
until January to publish fig- 
ures and prospectuses. They 
will only win their spurs after 
undergoing auditing by such 
as Arthur Anderson and Mer- 
rill Lynch. 

Today, daily trading volumes 
stand at an average of just 
$350,000, never topping more 
than $lm. But the exchange is 
promising rapid expansion 
when perhaps half of the 20 
state companies, due to be pri- 
vatised, are obliged to float on 
the market. 

In three years, the govern- 
ment says some 2.000 compa- 
nies should be privatised and 
the exchange will move out of 
its shoe box to new premises. 
Such progress yesterday 
received the heartfelt endorse- 
ment of Mrs Thatcher who 
repeatedly congratulated her 
host. Premier Joszef An tall, for 
his Thatcherite credentials. 

“This government is the only 
really genuine centre-right 
government in Eastern Europe 
so we feel that the policies are 
likely to go much further and 
faster in Hungary," she said. 

Mr An tall has been rewarded 
for his philosophical purity 
with an invitation to the Con- 
servative party conference in 
Roummouth next month - an 
honour not extended to Presi- 
dent Vaclav Havel whom Mrs 
Thatcher visited earlier this 
week. It is to be hoped that 
this will come as some consola- 
tion to the holders of Skala 
shares, but it was hardly the 
stuff to move Budapest’s obsti- 
nate market. 

After several tiny deals. 
RkaLi shares remained rigidly 
valued at FI 45,000 and not 
even the encouragement of the 
Iron Lady herself was going to 
move it. 

Bonn delays amnesty 
for £ German spies 

West Germany yesterday 
delayed a limited amnesty for 
former East German spies until 
after unification on October 3, 
raising the prospect that as 
many as 8,000 “moles will be 
arrested in the next few 
months. Reuter reports from 
foirm. Spokesmen for Chancel- 
lor Helmut Kohl’s Christian 
Democrats and their Bavarian 
SfeTparty said it was not 
te rhwtmUv possible to pass the 
controversial draft in time. 

Tbey said that a law settling 
the spy issue, a Cold Warleg- 
acy, wuld take effect before 
all-German elections on 
December 2. Mr, Wolfgang 
Schauble. the Intenor Minister, 
said he hoped police would 
stop hunting fonder East Ger- 
man spies guilty of lesser 
offences pending adoption of 
the amnesty law. 


advisers to President Mikhail 
Gorbachev and Mr Boris Yelt- 
sin. the Russian president. 

However, the vote to remove 
Mr Ryzhkov, by 154 votes to 4. 
with 18 abstentions, could yet 
prove a serious embarrassment 
to Mr Gorbachev, who has no 
obvious alternative to run the 
state bureaucracy. 

The Soviet leader has been 
trying for the past month to 
persuade his Prime Minister to 
go along with the more radical 
reform plans, which would 
launch a massive privatisation 
programme, and impose a dras- 
tic credit squeeze both on cen- 


tral government and state 
enterprises. 

Mr Ryzhkov has flatly 
refused to back it, warning that 
the credit squeeze will cause 
huge social disruption, while a 
subsequent price liberalisation 
will cause rampant inflation. 
However, bis own plans, pro- 
posing an Immediate controlled 
price rise for a whole range of 
basic foodstuffs, followed by 
gradual liberalisation, has been 
widely dismissed as inadequate. 

Deputies in the Russian par- 
liament yesterday expressed 
their disgust with the perfor- 
mance of the government “For 


five years this government has 
promised, promised, promised 
and done nothing," said Mr 
Alexander Pochinok, from Che- 
lyabinsk In the Urals. "1 really 
fear living here, 1 fear rhnns 
and disorder.” 

The Russian Supreme Soviet 
has no responsibility for the 
union government headed by 
Mr Ryzhkov, but the deputies 
Instructed a committee to draft 
an appeal to the union. Supreme 
Soviet cm the subject. 

Meanwhile, pressure is build- 
ing for the formation of some 
sort of government of national 
consensus, as advocated by Pro- 


fessor Stanislav Shataiin, the 
President's dose adviser whose 
group drafted the new eco- 
nomic reform plan. 

One group of non-Communist 
parties yesterday announced 
plans for such an administra- 
tion, to be headed by Mr Ana- 
toly Sobchak, the popular 
mayor of Leningrad, who has 
left the Communist party, like 
Mr Yeltsin. 

Mr Vladimir Voronin, leader 
of the Liberal Democrats, said 
the group proposed a union 
government with no more than 
22 ministers, which would be “a 
coalition government of 



A quiet start yesterday for the opening of Moscow’s first post-revolutionary commodities exchange. 

Western companies plan large 
investments in eastern Europe 

Ul^itAlno flnnlAM In O ■ iWorv«c4 


By Nicholas Denton In Budapest 


LARGE international 
companies are planning 
surprisingly heavy 
investments in eastern Europe, 
but they are focusing on East 
Germany and Hungary, 
according to a survey released 
yesterday by the accountants 
DRT International. 

The 128 companies involved 
in the study, ail with sales or 
assets exceeding $Um, expect 
to invest more than $3bn in the 
region over the next five years, 
much of that in joint ventures. 

The result suggests that the 

3,000 international groups or 
similar size will together meet 
mnch of the financing 
requirements of east European 
industry. 

The companies surveyed 
divided almost equally 
between those which had 
quantified commitments, those 
which intended to invest and 


those who were disinterested. 

However, in contrast to 
European companies' plans to 
invest, US and Japanese 
concerns were less 
enthusiastic. 

Although Japanese 
companies were on the whale 
cautious about a move into 
eastern Europe in the next five 
years, those few which had 
concrete plans envisaged very 
large investments. 

The interest in East 
Germany is expected. The 
preference for Hungary over 
neighbours with much larger 
economies like the Soviet 
Union, Poland and 
Czechoslovakia must owe 
much to the fact that ' the 
country has fewer of the 
obstacles cited by the survey; 
prohibitive regulations leading 
the list 

A recent stndy by the 


consulting company Central 
European Investment confirms 
this picture. Hungary is seen 
as being the most open to the 
west and the most advanced in 
economic reforms. The 
legislative framework for 
investment and privatisation is 
much fuller, and the country 
has the beginnings of a 
commercial bank system. 

Hungary, moreover, has the 
largest private sector in 
eastern Europe, representing 
15 per cent of gross domestic ; 
product. But, In the longer 
term, Poland’s and , 
Czechoslovakia’s “fundamental | 
strengths” could begin to tefl. | 
Czechoslovakia’s assets are its : 
good infrastructure and skilled | 
workforce, and Poland has a 
potentially large market and 
fortunate geographical position 
between Germany and the 
Soviet Union. 


Polish presidential runners line 
up as deputies raise starting gun 


By Christopher Bobinskl in Warsaw 


POLAND’S parliament today 
begins a crucial debate which 
will decide when the parlia- 
mentary and presidential elec- 
tions should be held. 

The debate takes place 
against intense manoeuvring 
among the country's main 
political players: General 
Wojciech Jaruzelski. President 
and the former Communist 
party leader who imposed mar- 
tial law in 198L who said ear- 
lier this week he was prepared 
to vacate the post once a suc- 
cessor was elected; and Mr 
Lech Walesa, the Solidarity 
leader, who earlier this week 
announced that he would run 
for the presidency. 

Gen Jarmelski was elected 
President in July 1989 for a six- 
year term under a pact with 
the then Solidarity opposition. 
But. yesterday, he formally put 
forward an amendment which 
would end his term of office 
two months after the accep- 
tance by parliament of pro- 
posed changes in the constitu- 
tion. These will provide for a 
national presidential election. 


The Sejm, parliament’s 460- 
strong lower chamber, will 
debate not only this constitu- 
tional change but also a pro- 
posed electoral law for parlia- 
mentary elections. It will also 
seek a consensus on shorten- 
ing its own term which has 
another three years to run. 

Today’s debate follows a 
meeting on Tuesday between 
Poland's political traders and 
Cardinal Jozef Glemp, the 
Roman Catholic Primate. At 
the meeting, which was called 
by the Cardinal, Mr Walesa 
made abundantly clear that he 
wanted to see a quick election. 
“I bad the impression that he 
wasn’t too interested in the 
problems involved with agree- 
ing electoral laws or indeed the 
time needed for a smooth tran- 
sition,” noted one participant. 

Mr Tadeusz Mazowiedti, the 
Prime Minister, and a possible 
contender for president, contin- 
ues to waver about whether to 
stand. He limited his remarks 
at Tuesday’s meeting to declar- 
ing that the Government 
would not hold up political 


changes. 

Mr Bronislaw Geremek, the | 
leader of the OKF, Solidarity’s I 
155-member group in the Sejm, 
suggested that a presidential ; 
election could be held in 
November while parliamentary 
elections would come in the 
early spring. 

Many deputies, some from 
the former Communist party 
and its allies, would like the 
elections held as late as possi- 
ble, while the Government is 
appealing for parliament to 
approve urgently needed legis- 
lation involving the economy. 
Mr Leszek Balcerowicz, the 
Deputy Premier, told Tuesday’s 
meeting that, apart from next 
year’s budget, some 40 draft 
Jaws were in the pipeline and 
had to be approved if Poland’s 
drive to a free market were not 
to be seriously delayed. 

This legislative work would 
last until the spring. It is com- 
monly assumed that the new 
parliament would take some 
months finding its feet before 
it could pn pg p in legislative 
activities. 


Ambroise 
Roux takes 
final bow 

By George Graham 

in Paris 

AN ERA of French capitalism 
ended yesterday with the 
retirement of Mr Ambroise 

Bn itt from the r.hajrraarighlp of 

G dnfo ale Occidentals, the pub- 
lishing and media subsidiary of 
Compagnie Gdnerale d'Electri- 
dfe (CGB). 

Mr Roux, who headed the 
entire CGE engineering and 
tpiwwwimnniffat innii conglom- 
erate from 1970 to 1982, had 
built himsrtf a reputation as a 
supreme string puller, the god- 
father of French capitalism. 

“I don’t -pull one tenth of the 
strings that people say 1 do.” 
he' 'said, but was -clearly 
pleased that people should 
think he did. 

Symbol of everything the 
French Socialist Party hated, 
Mr Roux was instantly sacked 
when CGE was nationalised by 
the new left-wing government 
in 1982. He came back into 
favour in 1986, under the right- 
wing government of Mr Jac- 
ques Chirac, and, after the pri- 
vatisation of CGE, was able to 
return to his old fief. 

In the 26 years he spent at 
CGE, Mr Roux constructed an 
entire system of networks, 
interlinking the Gaullist politi- 
cal firmament, the upper eche- 
lons of the civil service and the i 
top financiers and industrial- 
ists. 

For years, his Churchilllan 
silhouette (though the cigars 
are a shade slimmer than Sir 
Winston’s) was one of the most , 
influential figures in the 
Patronat, the French business l 
confederation. i 

When the Socialists came to 
power, however, he created his 
own organisation, the Assocla- , 
turn Francaise des Entreprises , 
Privees, a far more elitist and 
probably more influential club 
which excludes both state- 
owned companies and anyone 
of whom Mr Roux disapproves. 
an d which refuses to publish 
its membership list 

But Mr Roux’s business style 
has, like his suits, seemed to 
many a relic from another age, 
and his proteges have appeared 
to feel that he had begun to 
outstay his welcome. In feet 
his departure, officially 
prompted by CGE's retirement 
age of 68, is already 15 months 
overdue. 


national confidence, a govern- 
ment that can take good, law- 
based deci sions." 

Up till now, however, Mr Gor- 
bachev has rejected any large 
government reshuffle, partly 
fearing that he would be the 
only major figure left at the 
centre preventing the union 
disintegrating. 

Close advisers suggest that 
he is now inclined towards the 
appointment of yet another 
layer of government, an inter- 
republican economic coordinat- 
ing committee, which would 
oversee the whole reform pro- 
gramme from the centre. 

Teething time 
for Russian 
bears and 
bulls 

By Quentin Peel 

THE man from the 

Vnjxhpkn p nrohanV summed it 

Dp when he described the 
scene as “half-way between an 
auction and second-hand 
shop”. 

The event was the opening 
of Moscow’s first post-revolu- 
tionary commodities 
frvrhflwg p, a sort of glorified 
bazaar for everybody from 
state enterprises to new-style 
entrepreneurs to barter their 
wares for urgently-needed raw 
materials. 

Mr Gennady Poleshuk, co- 
chairman of the Moscow Com- 
modity Exchange, admitted it 
was all “rather home-made”, 
down to the trading floor in a 
pavilion at the ill-named Exhi- 
bition of Economic Achieve- 
ments. 

But they still managed to 
attract offers of the most 
extraordinary assortment of 
goods: anything from video- 
cassettes and plastic compo- 
nents, to com pute rs and build- 
ing materials - valued at 
Rbsl45m. 

“We are sure everything has 
been sold, in about two 
hoars," Mr Poleshuk said. 
“But not all the transactions 
were official.” 

That is obviously one of the 
early teething problems in a 
venture whose promoters - 
Moscow city council supply 
department, a collection of 
construction cooperatives, the 
association of young manag- 
ers, and Mr Poleshuk’s joint 
venture - hope will become a 
critical element in the revived 
Soviet market economy. 

On this o c ca sion , an offer of 

300,000 video-tape cassettes 
valued at Rhs55 each slipped 
through the net, sold on the 
Side without any commission 
paid to the exch an ge. 

It was not a commodity 
exchange as anyone in the 
West would recognise it. It is 
the Soviet answer to the short- 
ages which plague the system. 
Instead of having to find a bar- 
ter partner with exactly the 
product yon want, the 
exchange intends to set up 
multiple trades to simplify the 
process. 

“We would like to operate 
like the Chicago commodities 
exchange," Mr Poleshuk said 
wryly, “but we are starting 
from the beginning. We are 
200 years behind”. 

So far, only four brokers 
have paid up RbslOO.OOO a 
piece for a seat at the 
exchange. 

“This is an experience. It is 
still a home-made thing, but 
we are hoping to get more seri- 
ous at future sessions. In 
future, we will give people an 
incentive to deal through us, 
because we will provide an 
insurance system. If the goods 
are not delivered, we will deal 
with it.” 

As for the actual event, two 
men stood on a podium and 
bellowed out what was on 
offer. About 200 assorted 
Soviet buyers shouted their 
bids back without the benefit 
of microphones, or any other 
modern technology. 

The plan is to specialise the 
sessions, introducing agricul- 
tural products too. From Octo- 
ber, the exchange will operate 
tme day a week- 


Commission aims 
to crack open 
market in services 


By Lucy Kellaway in Brussels 

THE EUROPEAN Commission ‘ 
yesterday announced plans to ' 
break open the large and 
heavily protected market in 
services in Europe, with a pro- 
penal that would prevent all 
public buyers from favouring 
national firms in a wide range 
of services from architecture to 
accountancy. 

The Commission’s proposal 
would cover most services 
including insurance, transport, 
accountancy, market research, 
advertising, rubbish collecting 
and maintenance work, and 
would come into effect in 
March 1992. 

At present public bodies 
spend some EcuI45bn (£102 bn) 
a year - or 3 per cent of Com- 
munity gross nastional product 
- on services. 99 per cent of 
which goes straight to national 
companies. 

The measure is one of the 
last important proposals to be 
put forward under the single 
market programme, and fol- 
lows earlier moves to open up 
public buying in public works 
and supplies. A directive open- 
ing the market in telecoms, 
water, transport and energy 
was finally adopted by member 
states on Monday. 

The plan is expected to cause 
great savings for the public 
buyers, and help make 
Europe’s service industries 
more competitive worldwide. 

Any public contract worth 
more than Ecu2 00,000 (or 
Ecu5m worth of building in the 
case of architecture) would be 
subject to strict baying rules 
designed to give other EC 
firms a fair chance. 

Buyers would have to adver- 
tise the business and be able to 
show that they bad chosen the 
winning candidate in a non-dis- 
criminatory way. 


The EC should take rapid 
administrative steps to save 
oil rather than rely on 
higher prices to squeeze 
de mand, Belgium has told its 
EC partners, writes David 
Buchan. Mr Willy Claes, the 
Belgian Economics Minister, 
said yesterday he was pre- 
paring conservation mea- 
sures sach as converting 
power stations from oil to 
gag, enforcing and, perhaps 
Lowering, the speed limit, 
and reducing heating in pub- 
lic b uilding s. 

The EC should meet to 
consider similar action as 
soon as possible, he said. But 
the next meeting of energy 
mini sters is not due until 
October 29. Mr Claes has so 
far failed to persuade Italy, 
which holds the EC presi- 
dency, to bring it forward, or 
the Commission to prepare 
energy saving measures. 

The services directive has 
been left to last as a result of 
problems in defining which 
services are to be included in 
the rules. However, the Com- 
mission has decided to exclude 
those sectors where there are 
good reasons for continuing to 
buy national, or for expecting 
mobility of the firms to be lim- 
ited. These include law, hotels 
and catering services, educa- 
tion wnd training facilities. 

The proposed directive takes 
a more liberal line towards to 
third country firms than con- 
tained in previous directives 
on public procurement 

Buyers would have to give 
bidders from third countries 
the same chance as EC bidders, 
unless European bidders were 
being descriminated against in 
the third country. 


Waste disposal controls 
proposed by Commission 


By Tim Dickson in Brussels 

NEW MEASURES to control 
international shipments of 
waste, including provision for 
local authorities to object to 
specific consignments being 
dumped on their “territory” > 
were yesterday formally tabled 
by the European Commission. 

The proposed regulation is in 
line with principles already 
spelt out In Brussels and is 
itarigned to avoid the EC’s sin- 
gle market becoming what Mr 
Carlo Ripa di Meana, the envi- 
ronment commissioner, 
described as “ a tourist visa" 
for unwanted waste. 

The latest proposal, which 
covers all forms of waste, from 
relatively harmless household 
rubbish to more dangerous 
chemicals and metals, is 
intended to promote the idea, 
that waste should be disposed 
of as near as possible to the 
source of production. 

It also envisages that exports 
of waste to the 66 African, 
Caribbean and Pacific coun- 


tries, with which the EC has a 
development aid agreement, 
should be prohibited- 

Most controversial in the 
Brussels approach is the idea 
that movements of waste 
within the existing national 
borders of a member state will 
have to be notified. R is under- 
stood that individual countries 
will have discretion to nomi- 
nate specific “competent 
authorities’* and that the provi- 
sions of the directive will then 
apply to them. 

"There may be quite a lot of 
scope for ‘not in my backyard', 
or so called Nimby, attitudes 
surfacing as a result of this,” 
one EC diplomat said yester- 
day. 

in principle, notification will 
be the responsibility of the ini- 
tial producer of the waste, 
while specific entry and exit 
routes are envisaged for waste 
coming Into and leaving the 
Community. 


Support for second Greek 
general strike falls off 


By Kerin Hope in Athens 

A 48-HOUR general strike by 
Greek workers yesterday shut 
down schools, public transport 
and some government offices 
but was much less well sup- 
ported than last week’s 24-hour 
walk-out 

The strike was called by the 
General Confederation of 
Greek Labour in protest 
against the conservative Gov- 
ernment’s decision to reform 
the heavily indebted state pen- 
sion system. However, mem- 
bers of conservative-controlled 
unions stayed on the job in 
response to government efforts 
to modify the measures in 
favour of lower-paid workers. 

A bill presented to parlia- 
ment earlier this week would 
raise the retirement age for 


women to 58 and for men to 60 
from the end of 1997 (women at 
present can retire as early as 
35 and men at 45), and merge 
dozens of separate pension 
funds under the umbrella of 
EKA, the biggest state welfare 
organisation, whose debts this 
year are expected to total 
Dr366bn (£lJ28bn). 

Fierce opposition to the bill 
has come from the powerful 
bank workers’ union, which 
has been on strike for 10 days. 
Central bank employees have 
joined the walk-out, paralysing 
commercial activity and halt- 
ing foreign exchange dealing. 

The Public Power Corpora- 
tion union, also on strike since 
last week, has rejected appeals 
to return to work. 


US military build-up in Gulf presages big cuts in Europe 

Its foreign bases have become too costly just as their strategic value has become all too apparent, writes David White 


I N THE middle of a massive 
military transport opera- 
tion in which the US has 
relied heavily on foreign bases 
to airlift forces to the Gulf, it 
might seem a strange moment 
for the Pentagon to announce a 
long list of overseas facilities it 
wants to close. 

The Gulf build-up Itself has 
added to the pressure to trim 
spending in other areas of 
defence and to take advantage 
of the easing of military ten- 
sion in Europe, where most US 
forces are stationed. 

The list is impressive by its 
numbers - 151 sites worldwide 
at which US operations are to 
be stopped or reduced - but 
the move is little more than a 
tidying-up operation in readi- 
ness for bigger cuts to come. 

Of the 128 installations set 
for closure, 115 are in Europe 
and 95 of those in West Ger- 
many. The biggest are three air 
bases: at Torrejdn dc Ardoz, 


near Madrid; Lindsey Air Base 
near Frankfurt; and Hesaisch 
Oldendorf in northern Ger- 
many. Many of the others are 
relatively minor: an officer’s 
club, an athletic field, a recre- 
ation annex, radio relay sites, 
storage depots, some family 
housing and several training 
areas and barracks. 

The cuts are much more 
wide-ranging than the last 
package announced in Janu- 
ary, which involved seven 
European closures. But they 
are merely the overture to 
what will happen when the US 
seriously sets about scaling 
down its 337,000 army, navy 
and air force personnel in 
Europe. 

In February, the US agreed 
in principle to reduce its 
ground and air personnel from 

305.000 to 225,000. including 

195.000 in the central region, 
where the Soviet Union would 
be able to maintain a similar 


A SQUADRON of 24 US Air Force F-16 fighters has been 
discreetly moved from the Spanish base of Torrejdn de Ardoz 
to Saudi Arabia, according to a US military offlciaL The 
move has not been publicised in Spain owing to the high 
level of political sensitivity about the US military presence 
and the use of Spanish bases for possible offensive 
operations. 

The Spanish Government’s agr ee m ent to allow the jointly- 
run bases to be used by US transport aircraft on th e i r way to 
the Gulf was already seen as an important concession, indic- 
ating Madrid’s support for the US-led military effort. 

The Torrejdn base, just outside Madrid, bas long been a 
focus for anti-American protests. The three F-16 squ a d ro ns, 
which are capable of delivering unclear weapons, are due to 
be moved from the base next year. 


number. Since then, however, 
the Soviet Union has had to 
accede to wholesale withdraw- 
als from eastern Europe, and 
pressure from the US Congress 
to set lower US numbers has 
grown. 

Last week, Mr James Baker, 
the Secretary of State, said the 
February proposals, due to be 
part of the Conventional 


Armed Forces in Europe (CFE) 
treaty being negotiated tn 
Vienna, had been “overtaken 
by events." 

In what US officials describe 
as a “trial balloon." the Soviets 
have suggested that US should 
reduce its forces to between 

70,000 and 80,000. Senator Sam 
Nunn, chairman of the Senate 
Armed Services Committee, 


has proposed that the US 
should start planning for a 
residual force of between 75,000 
and 100,000 within five years. 

A figure of this order, taken 
together with smaller German 
forces, French withdrawals 
from Germany and planned 
reductions in the British Army 
of the Rhine, might possibly 
allow for an agreement on 
overall troop levels in the cen- 
tral region. When the Soviets 
proposed a ceiling of 700.000- 

750,000 on each side of the 
Nato- Warsaw pact divide ear- 
lier this year, Nato rejected it. 
But figures now being dis- 
cussed might fit within such a 
ceiling. 

General John Galvin, Nato’s 
supreme commander in 
Europe, argued in a recent 
interview that the US should 
keep more than a “trip-wire" 
force, including at least one 
army corps with fighter and 
other air support, as well as 


the Sixth Fleet in the Mediter- 
ranean. 

One part of the February 
agreement that US officials 
would like to see quietly 
dropped is the extra 30,000 fig- 
ure for US troops in European 
countries outside the central 
region. That would in fact be a 
more drastic cut in those coun- 
tries than US commanders 
want Air and ground forces in 
the UK, Italy, Spain. Greece 
and Turkey currently amount 
to aboat 48.000. 

The Gulf crisis has shown 
just how Important some of 
these base facilities can be, 
with F-lll long-range bomb- 
ers flying out of British bases 
amj lining facilities in Turkey, 
and other airfields serving as 
key staging posts for heavy 
transport aircraft. 

The Pentagon is still battling 
with Congress for funds for a 
new air base at Crotone in 
southern Italy to accommodate 


the 401st Tactical Wing of F 
-16 fighters. Under a 1988 
agreement with Spain, the US 
Air Force next year has to 
remove these multi-role air- 
craft, which are capable of 
delivering nuclear weapons, 
from Torrejdn. 

General Galvin said that 
anyone who would fail to see 
"the enormous strategic advan- 
tage of having 72 front-line air- 
craft stuck right in the middle 
of the Mediterranean” would 
simply not understand strat- 
egy. Bases in the Mediterra- 
nean region have provided the 
US with one of its “key advan- 
tages” in responding to the 
Gulf crisis so far. 

The US argued hard and 
long with the Spanish to try to 
keep fighters at Torrejdn. It is 
a sign of the changing times 
that it is now proposing, for its 
own budgetary reasons, to 

«!? s L5 0wn operations there 
altogether. 
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Cambodia talks collapse 
over chairmanship issue 


By Roger Matthews in Bangkok 


TALES between Cambodia's 
four warring factions, meet- 
ing together for the first time 
as the Supreme National 
Council, broke up in disarray 
yesterday. 

Failure to reach agreement 
on even the first item on the 
agenda underlines the 
patience and determination 
which the five permanent 
members of the United 
Nations Security Council will 
need if they are to push ahead 
with the five-point peace plan 
for the country agreed late 
last month. 

Thai officials who had been 
shuttling among the four dele- 
gations throughout Tuesday 
and yesterday in an attempt 
to find common ground on the 
first main stumbling block - 
c hairmanship of the SNC — 
last night voiced their frustra- 
tion at the inability of the two 
main groups to compromise. 

Argument centres on 
whether Prince Norodom 
Sihanouk, former head of 
state and leader of one of the 
three guerrilla factions fight- 
ing the Vietnamese-installed 
government in Phnom Penh, 
should be invited to be SNC 
chairman and, if so, whether 
he should become the 13th 
member of the council ot 
replace one of the two dele- 


gates to which his faction Is 

entitled. 

Under an agreement 
reached in Jakarta last week 
the Phnom Penh regime was 
awarded six seats on the SNC 
and the three resistance 
groups two seats each. 

Hun Sen, Cambodia's Prime 
Minister, Insisted that if 
Prince Sihanouk was to join 
the council as a 13th member 
the Phnom Penh government 
should also get an extra seat, 
bringing the total to 14. 

He denies, however, he has 
Insisted On being vice chair- 
man of the SNC or of demand- 
ing to head the joint Cambod- 
ian delegation which would 
occupy the country's disputed 
seat at the UN. 

The three resistance fac- 
tions yesterday accused Hun 
Sen of betraying the spirit of 
the UN and Jakarta agree- 
ments, which had anticipated 
the appointment of Prince 
Sihanouk as chairman, pro- 
vided the 12 delegates agreed. 

Khleu Samphan, leader of 
the Khmer Rouge, which has 
been making military gains 
throughout the year, sought 
to portray his faction as the 
model of reason. He stressed 
that Prince Sihanouk should 
be appointed chairman, that 
the Khmer Rouge fully 


accepted all aspects of the UN 
peace plan and that it was 
vital to have a UN presence in 
Cambodia as soon as passible. 

Prince Sihanouk, who said 
he was too unwell to attend 
the Jakarta meeting - a dip- 
lomatic illness, according to 
Hun Sen - also failed to turn 
up In Bangkok this week. 
Prince Norodom Ranariddh, 
his son and chief representa- 
tive, left the meeting early to 
accompany his own son to 
university in France, to the 
dismay of Thailand's interme- 
diaries. 

The unwillingness of Hun 
Sen to compromise on the 
chairmanship issue intensi- 
fied speculation yesterday 
that his room for manoeuvre 
may be limited by hardline 
colleagues at home. If so, 
more direct Vietnamese inter- 
vention may be needed if the 
apparent improvement In 
relations with China, which 
backs the Khmer Rouge, is to 
develop further. 

Khieu Samphan, as a part- 
ing shot, accused the Viet- 
namese of another sort of 
intervention. He claimed 
senior Vietnamese military 
commanders had recently 
been spotted in Cambodia 
helping plan a new offensive 
by the Phnom Penh regime. 


Vietnamese 
general in 
vanguard of 
China thaw 


GENERAL Vo Nguyen Giap 
(right), the Vietnamese Deputy 
Prime Minister, arrived in 
China yesterday for Hanoi's 
highest-level official visit since 
the two countries fought a 
brief border war in 1979, Reu- 
ter reports from Peking. 

Gen Giap, a war hero in 
Vietnam who masterminded 
his country's defeat of both 
French and US forces, said the 
time had come for normalise- 
tion of diplomatic relations 
with China after II years of 
enmity. China and Vietnam 
back opposing sides in a civil 
war which has raged in Cam- 
bodia since Vietnam invaded 
in 1979. 

*T am delighted the Chinese 
Communist Party has brought 
about the conditions for me to 
come bare and I think friendly 
relations between Vietnam 
and China will develop.” Gen 
Giap sakL 

He was met by Qi Huaiyuan, 
Chinese Deputy Foreign Minis- 
ter. 

Gen Giap Is due to attend 
the opening ceremony of the 
Aidan Gaines on Saturday. 

Western diplomats said 
China was keen to improve its 
relations with Vietnam as both 
were among the few remaining 
hawniiw communist states. 



Korea’s great leap forward into petrochemicals 

A headlong race in Asia to install new capacity could herald a fierce price war, writes John Ridding 


O N THE west coast of 
South Korea, on land 
reclaimed from the Yel- 
low Sea. a bizarre contest Is 
under way. Trucks, bulldozers 
and other heavy machinery 
belonging to Samsung and 
Hyundai, the country’s two 
largest business groups, are 
locked in a race to complete 
the construction of their rival 
petrochemical complexes. After 
just eight months’ work, the 
once-peaceful coastline has 
given way to a wide expanse of 
plant and steel structures. 

The new chemicals projects 
in Korea are just one aspect of 
the rash of expansion taking 
place in the petrochemicals 
industry in thp Far East at a 
time when the prices of key 
raw materials — crude oil and 
natural gaa - are racing ahead 
in response to the Gulf artels. 
But that has not deterred 
Taiwan, Thailand, Singapore, 
Malaysia, Indonesia and other 
countries in the region that are 
spending vast sums on new 
complexes to make baste chem- 
icals that will feed last growing 
consumer-related industries 
such as cars, construction and 
domestic appliances. 

In Korea Samsung and 
Hyundai are not alone. The 
government's decision to liber- 
alise investment in the petro- 
chemical industry, taken in 
1988 and effective from Janu- 
ary l this year, prompted a 
flood of new projects In the 
sector. 

Four more naphtha crackers 
- which convert feedstocks 
such as naphtha and natural 
gas into propylene and ethyl- 
ene, the basic building blocks 
of the petrochemicals industry 
- are to be built by 1993, as 
are a series of downstream 
facilities. Currently, Korea has 
just two naphtha cracking 
complexes. 

The string of new projects, 
with a combined, cost of over 
S6bn, is typical of the bold 
large-scale investments which 
have propelled South Korea 


from developing to newly 
industrialised status In two 
short decades and will lift the 
country Into the top ranks of 
petrochemical producers. But 
they also threaten to create 
massive oversupply of petro- 
chemical products and trigger 
a costly cut-throat battle for 
survival, not just in Korea, but 
the whole region. 

According to some projec- 
tions, 40 per cent of the world's 
likely growth in chemicals to 
the mid-1990s will come from 


however, the Korea Petrochem- 
icals Industry Association fore- 
casts that demand will have 
only risen to 2A8m tons. 

The prospect of such overca- 
pacity has sparked controversy 
and sharp criticism. Mr Kim 
Kwang Mo, president of Tech- 
noaervice, an industry consul- 
tancy group, and one of the 
architects of Korea's Chemical 
Industry Development Plan 
during the 1970s, argues that 
‘'most close observers who 
understand this industry 


the onset of the Gulf crisis and 
the consequent sharp increases 
in naphtha prices. 

Some of these problems are 
accepted by the Industry's new 
entrants. “It is a concern that 
we have to rely on Imports of 
raw materials," says Mr H.K. 
Bae, manager in the corporate 
p lanning department of Sam- 
sung Group. He also accepts 
that with the number of new 
entrants and the pre-Gulf crisis 
decline in petrochemical 
prices, the industry is less 


region are themselves proceed- 
ing with plans to develop their 
own petrochemical complexes. 
Taiwan, Malaysia and Indon- 
esia are all scheduled to start 
building new facilities which 
will supply most, if not all, of 
domestic requirements. China 
- potentially the region's big- 
gest market - has sharply 
reduced Its imports as a result 
of hard currency shortages and 
Its economic austerity drive. 

Despite these obstacles, the 
Korean companies believe that 


Petrochemical products 
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the Pacific Rim nations. But in 
none of these countries does 
the expansion equal that 
planned in Korea. 

From the middle of next 
year, the complexes being built 
by Hyundai and Samsung will 
each start delivering their 
annual capacity of 350,000 tons 
of ethylene and more than 
100,000 tons of propylene. At 
about the same time. Lucky 
Goldstar, Korea's third-largest 
conglomerate, will complete a 
new petrochemicals complex in 
Yochon on the south coast. 
Honam Petrochemical, Korea 
Petrochemical Industry Corpo- 
ration and Hanyang Chemical 
will follow shortly after- 
wards. 

By 1993 Korean production 
of ethylene will rise almost 
threefold from the current 
level of 1.12m tons. By then, 


express a deep concern about 
the greedy and indiscreet 
actions by the conglomerates." 
He adds that some of the pro- 
jects should be cancelled or 
postponed. 

But critics of Korea's petro- 
chemical expansion are not 
concerned merely with the 
prospect of overcapacity. 

"This Is not an industry 
where Korea has a competitive 
advantage," says a manager at 
a European chemicals com- 
pany which has an operation 
in SeouL The most obvious dis- 
advantage is the lack of raw 
materials. The crude oil or nat- 
ural gas which are needed as 
feedstock for the naphtha 
crackers will have to be 
imported, leaving the industry 
vulnerable to international 
prices and suppliers. Such con- 
cerns have heightened since 


attractive than when Samsung 
started studying it in 1986. 

But Mr Bae and his counter- 
parts at the other prospective 
petrochemicals companies 
remain confident about their 
ability to prosper In the indus- 
try. Their answer to the pros- 
pect of overcapacity lies in the 
export market Both Samsung 
and Hyundai say they will 
export 50 per cent of their pet- 
rochemical products. 


Bi 


ut exporting on the scale 
.required will not be 
’easy. On the one hand. 
International competitiveness 
requires running the plants at 
near full capacity so as to 
achieve economies of scale. 
But this exacerbates the prob- 
lem of oversupply. 

At the same time, many of 
the potential importers in the 


south-east Asian markets in 
particular represent an ade- 
quate short-term solution. 
"The projects they are consid- 
ering will not be completed 
until the middle of the decade 
and by then the Korean domes- 
tic market will have expanded 
significantly," says a spokes- 
man for one Korean producer. 

According to Mr Park C 
Byung, vice-president of Hyun- 
dai Petrochemicals, Korean 
companies enjoy several impor- 
tant advantages in the regional 
market He argues that Korea 
is close to its potential markets 
and that the industry enjoys 
competitive advantages arising 
from the low cost of construct- 
ing their complexes and the 
installation of the latest tech- 
nology. 

The new producers are also 
optimistic about domestic pros- 


pects. Hyundai and Samsung 
argue that between 10 and 20 
per cent of production will be 
absorbed through captive use 
by group subsidiaries such as 
Samsung Electronics and 
Hyundai Motors, and by group 
suppliers. 

Mr Park C. Byung, argues 
further that the Increase in 
capacity will itself raise the 
level of domestic demand. He 
draws a parallel with Korea’s 
first move into the petrochemi- 
cal industry in the 1970s, when 
demand for outstripped the lev- 
els which had been forecast 
HiS view Is that “when you 
have your own production 
facilities you can encourage 
other industries like plastics, 
electronics parts and automo- 
bile components.” 

Despite such arguments 
there is likely to be a period of 
severe competition once the 
new plants come onstream. 
"There Is certainly room for 
new capacity," argues one ana- 
lyst at a European securities 
company, "but what makes 
sense for two or three compa- 
nies doesn't necessarily make 
sense for six. We will probably 
see a price war and maybe sub- 
stantial initial losses. Samsung 
and Hyundai are big enough to 
take these in their stride, but 
their competitors may find it 
more difficult." 

Industry officials who ones 
controlled development of the 
industry also express concerns. 
"We didn't expect the scale of 
expansion we are currently 
experiencing,” says one official 
at the ministry of trade and 
industry. "But It is up to the 
companies. Now we are just on 
the sidelines watching." 

With the newcomers to the 
industry talking of a painful 
four or five years ahead, and 
others predicting a bloody 
price war, the viewing may be 
uncomfortable. 

This is the first in a series of 
articles on the surge in invest- 
ment in the Asian petrochemi- 
cals industry. 


Taiwan opening up 
stock market to 
foreign institutions 






By Peter Wtekenden in Taipei 

MR Wang Chien Hsiefo 
Taiwan’s new Finance Mims' 
ter, is pushing for a rtagefl 
but rapid opening of the 
Island's hard-hit stock market 
to direct foreign institutional 
investment. He expects the 
process to be under way 
within three mouths. 

His comments in an inter- 
view yesterday follow a tenta^ 
tive plan which emerged last 

week, under which perhaps 40 
qualified foreign banks, insur- 
ance companies and fund 
managers would be allowed to 
invest up to a total of 
US$2. 5b n (£1.4bn) fa the mar- 
ket. 

They would be allocated 
between $5tn and 950m each 
to invest directly. Foreigners 
are now allowed only to 
invest Indirectly via four 
mutual funds traded offshore. 

The announcement was 
hailed by foreign brokers, but 
Is also seen as a last resort 
measure to stabilise and 
revive the market This had 
risen by more than 330 per 
cent since 1987, before plung- 
ing by 70 per cent from Its 
peak in February of 12,600 
points oh the stock 
exchange's weighted index to 
close at 3.15&27 yesterday. 

The economy has been seri- 
ously affected this year, as 
free spending of windfall prof- 
its by Taiwan’s 4m Individual 
Investors - a fifth of the pop- 
ulation - rapidly dried up. 

Asked why the decision to 
open the market had been 
made so hastily after years of 
refusal to publish a timetable, 
Mr Wang said: "It's not an 
emergency, but you have to 
go quickly. We have to push 
our progress. 

"I pushed the Cabinet very 
hard to adopt this measure 
because I really believe it is 
good for the stock market 1 * 

Foreign brokers are 
unhappy with an ihltiAl plan 
to restrict foreign institu- 
tions' quotas being remitted 
out of Taiwan within the first 
year. Mr Wang said that, 
since Taiwan had no experi- 


ence in flu* 

would be sought before s 

plan was finalised andjthatv^j 
the announced maximu m .g ftSgfc 
US82.5bn for foreign j 

ment could also be disemwefl^ 

initially, be explained, setfr/M-i- ; 
er™ dozen institutions that p_ 7 .- f 
Sit strict criteria 
allowed to invest more 
Later, the criteria Wouldte.^; 
loosened to allow more inv^^ : ; 

tors in and the aueflC the Wiif‘ 
tas would be raised. *•;?.: 

voiced fears about thai 
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possibility of ^ot moneyv 
Sowing into a market 
described as small and foil 0T 
speculation, and given 

doing things that mature mat- 
kets did not do. •«.-&£ ■**- 

Other “stabilising m 
sU res" already Passed j J ^ • 
being considered by the 
net are: , . , V.. 

• Allowing workers pension 
funds to invest up to 20 per.V .’.i 
cent of their assets in stocks, .:^: 
which might pump NT$40bn 
(£770m) into the market, 

• Ending the monopr 

the ruling Nationalist .... 

Party's Fu Hwa Securities on 
margin loans. Twenty-savin 

of Taiwan’s 350 brokers have t 
the two years' experience and nf-V: 
NT$2bn capitalisation that- V*V 
will be required. ■ ; 

• Allowing more than the .. . 7-V 
current four companies W-.-gV 
establish domestic mutual * 
funds. 

Many analysts believe, a 
speculative spirit is part of 
the Chinese culture, and that 
the Taiwan stock market will 4 . jS*V. 
always be volatile. v.- 

Mr Wang said he thought 
volatility could be reduced, Vv 
but not overnight. He wag' 
confident the stock market ^ 
would become more stable - ,-v”5 
and more modern, with “leas 
shortterm speculation and '^% y 
more long-term investment". 

There are no plans, how- 
ever, to widen the current 7 ~ Vf 
per cent limit oh dally price Vi.'- 
movements in either direction . 
which greatly reduces risks 




involved in speculating. 


NZ premier 
reins in pay 
rise for MPs 

By Dal Hayward 
in Wellington 

MR Mike Moore, New 
Zealand's Prime Minister, Is 
preparing legislation to stop 
MPa getting bigger pay 
increases than most of the 
country’s workforce. 

The Higher Salaries Commis- 
sion, which sets annual salary 
increases for MPs, the judi- 
ciary and senior civil 
servants, will announce new 
rates before the end of this 
year. 

Although the government 
cannot order the commission 
to restrict increases, it can leg- 
islate to limit MPs* salaries. 

Mr David Lange, a former 
Labour Prime Minister, did 
this in 1987 when a 30 per 
cent pay rise was an- 
nounced. 

MPs could have expected a 
salary Increase In double fig- 
ures but, following an agree- 
ment with the Council of 'mule 
Unions to limit wage demands 
this year to 3 per cent. Mr 
Moore said MPs would not be 
allowed to accept anything 
higher. 


Floods tri gg er 
reshuffle in 
South Korea 

SOUTH KOREAN President 
Roh Tae-woo fired two Cabinet 
ministers yesterday in an 
attempt to pacify criticism of 
his administration following 
last week's devastating floods. 
Agencies report 

He replaced Mr Kwon 
Young-gack, Construction Min- 
ister, with Mr Lee Sang-hee, a 
technocrat and expert in irriga- 
tion works. Mr Cho Kyunb- 
shik, Environment Minister, 
was made Minister for Agricul- 
ture, Forestry and Fisheries, 
succeeding Mr Kang Bfrseong. 

Mr Cho's post went to Mr 
Huh Nam-boon, a former vice 
minister for trade and indus- 
try. 

Many in flooded areas have 
denounced the government's 
anti-flood measures. Mr Roh 
also fired the governor of north 
Chungchong province, whom 
flood victims had claimed 
ordered dam officials to hold 
back water in order to allow a 
sports meeting to be held. This 
in turn triggered extensive 
damage to farms and houses. 

0 North Korea has openly 
criticised the Soviet Union, 
warning it against establishing 
diplomatic relations with 
South Korea. 

The government newspaper 
Minju Choson published 
excerpts from a North Korean 
memorandum to the Soviet 
Union telling it that a bilateral 
alliance treaty “will automati- 
cally be reduced to a mere 
name” if Moscow-Seoul links 
were set up 


US agrees to broaden agenda 
as talks with Philippines open 


By Greg Hutchinson in Manila 


THE US would be content with 
access to Philippine military 
facilities after a gradual pull- 
out of its permanent presence 
from the country, US officials 
said yesterday after the first 
full day of discussions in 
the newly titled Philippine- 
American Co-operation Talks 
(PACT). 

The US position was 
announced by Mr Stanley 
Schrager, spokesman for the 
US panel to the negotiations. 
By mutual agreement at the 
start of the session, the negoti- 
ations were broadened from a 
discussion of security matters 
to include an array of Issues 
arising between the two coun- 
tries, notably matters of trade, 
investment and debt manage- 
ment. 

The Philippine panel called 
for a debt write-off with the 
US. Mr Rafael Alunan, spokes- 
man for the panel, said the 
Government wanted "more 
flexibility in debt buy-back 
schemes and more efforts for 
debt relief from official credi- 
tors, innhiiting debt condona- 
tion. similar to that which may 
be gr ant ed to Egypt." 

The US Administration has 
offered to condone some Ston 
(&U0bn) of military debt owed 
by Egypt In appreciation for 
Cairo's backing of Washing- 
ton's Desert Shield mobilisa- 
tion against Iraq. 

On trade, the Philippine 
panel seeks concessions such 


as those offered China and 
countries of the Caribbean. "In 
view of the long relationship 
between our two countries, it 
would only be just that we 
receive the same treatment." 
Mr Alunan said. 

At a briefing following the 
talks, Mr Schrager said it was- 
expected that the two sides 
this week would formulate a 
timetable for what the US is 
calling a “phaso-down" of Its 
military presence In the coun- 
try. 


Manila is seeking 
debt condonation 
and concessions 
on trade in the 
negotiations 


This second round of talks - 
the first were in May - is 
expected to end by the week- 
end. Other rounds will proba- 
bly take the negotiations into 
early next year, now that the 
scope of the talks is wider than 
the question of the bases. 

The facilities are Clark Air 
Base, Subic Naval Station and 
four smaller installations, 
which employ tens of thou- 
sands of Americans and Filipi- 
nos and generate more than 
$lbn tor the local economy a 
year. 

A lease over the properties 


north of Manila expires in just 
under a year. The US facilities 
cannot remain unless a new 
treaty is agreed, a doubtful 
prospect while most of the 
country's senators, who must 
sanction such a treaty, oppose 
the continued US military pres- 
ence. 

The US suggestion that it 
eventually be granted “access" 
to the bases the Americans 
now occupy is probably a way 
to circumvent such strictures 
of the Philippine constitution. 
It would also be consistent 
with the Pentagon’s plans to 
reduce US forces overseas. 

However, in Asia, where the 
thaw of the cold war has been 
slower, the US is positioning 
Itself for a "phase-down" in the 
Philippines that may still see 
its farces still based there at 
the turn of the century. Such a 
position is unacceptable to the 
Philippines, according to offi- 
cial statements. 

The country is entering into 
tentative ceasefire arrange- 
ments with communist rebels, 
who have waged a violent cam- 
paign to have the VS bases 
removed. Any backtracking by 
the Government, which advo- 
cates an "orderly” withdrawal 
of US forces, would Jeopardise 
the peace effort - the first 
serious attempt to end one of 
Asia's most serious insurgen- 
cies since President Corazon 
Aquino’s short-Uved truce with 
the rebels in December 1988. 


Japan reviews 
system of 
land taxation 

JAPAN is considering revising 
Its land tax system in an 
attempt to stem speculation 
and soaring property prices, 
according to a Finance Minis- 
try official, Reuter reports 
from Tokyo. 

The government was exam- 
ining several possibilities. 
Including a new land holding 
tax on corporate and individ- 
ual land owners, the official 
Said. 

The tax would make land 
speculation more costly. Fears 
that revised taxes would lower 
property values have helped 
depress Tokyo stock prices this 
week. 

Details have yet to be 
worked out, but some small 
plots and residential laud 
would be exempt from the new 
tax, depending on the size and 
market value of the property 
Or a combination of those fac- 
tors. 

The government is also con- 
sidering possible reform of the 
present land holding taxes, 
including the fixed-asset tax 
and the special holding tax. 

The official said a revision of 
the fixed-asset tax - based on 
«* property’s value afi assessed 
by local eax authorities - 
would probably Include 
appraising property values at 
higher rates to moke holding 
land more costly. 

Another option would be to 
toughen the criteria for the 
classification of under-used 
land by revising the special 
land holding tax on idle land. 
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MR Hussein Moosawi (above), a leader of the pro- Iranian 
Hlzbollah militia based east ofBcirut, Mid yesterday negotia- 
tions were going on between Britain and a party representing 
the kidnappers of the three British hostages held ih Lebanon, 
reiterating comments earlier this week that all of them might be 
freed soon. He would not say if this meant “in September or 
after September". 


Keating in 
fresh clash 
with banks 

By our FonMftn stuff 

MR Paul Keating, Australia's 
federal Treasurer (finance 
minister), yesterday clashed 
again with the country’s pri- 
vate sector banking industry* 
which he has accused in recent 
weeks of hampering the econ- 
omy with unnecessarily high 
tending rates. 

In answer to a parliamen- 
tary question, he called hub 
question the prudence of past 
loan policies operated by Mt 
Nobby Clark, managing direc- 
tor of National Australia Bank 
(NAB). 

Mr Clark had been quoted as 
saying that if his own “strike 
rate” on economic policy 
been similar to Mr Keating's, 
he would have stopped being a 
banker and would instead be 
selling pencils and shoelaces 
on the street. 

Mr Keating claimed M* 
Clark would indeed have been 
out of a job - were it not fora 
government rescue four yean 
ago of NAB’5 savings bank off- 
shoot 

Mr Clark “went ambitiously 
lending for housing at fi«wi 
rates iff 13-5 per cent, and then 
found in tighter monetary con- 
ditions In 1885 and 1886 Hint 
he couldn’t fund deposits that 
kept those mortgages - in 
place,” Mr Keating main , 
talned. 

“And, was it not for cross- 
subsidies from the trading 
bank and subsidies from the 
government, Nobby's board 
would certainly have had 
Nobby selling shoelaces and 
pencils in Collins Street" in 
Melbourne’s financial district, 
the Treasurer added. 

NAB’s financial position was 
again helped last year, Mr 
Keating said, when the gov- 
ernment relaxed requirements 
that commercial banks deposit 
certain amounts with the cen- 
tral bank at low Interest 

* 1 was Nobby, I would 
heep the pencils and shoelaces 
«* v S ry private 1“ future.” 

rJo-? ?v ade 110 immediate 
reply to the comments, it was 
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ism, although at the time the 
bank complained that the unit 
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WORLD TRADE NEWS 


Commission still 
to endorse 30 % 
farm subsidy cut 


By Tim Dlckaon in Brussels 

THE EUROPEAN Commission 
last night appeared poised to 
endorse a new paper proposing 
a global 30 per cent cut in farm 
subsidies over 10 years. 

The EC offer ■ its negotiating 
position for the finni stages of 
the international trade talks 
known as the Uruguay Round - 
was first indicated informally 
by Mr Raymond MacSharry, 
EC Agriculture Commissioner, 
in Ireland last month, but was 
being formally considered by 
his colleagues in Brussels yes- 
terday. 

Speculation last night that a 
cancelled press conference 
reflected further internal divi- 
sions within the EC seemed 
wide of the mark but added to 
the impression that presenta- 
tion in the current Uruguay 
Round has not been the EC's 
strongest suit. 

Discussion of the item was 
apparently delayed to accom- 
modate the return from Rome 
of Mr Frans Andriessen, EC 
External Relations Commis- 
sioner with overall brief for the 
trade talks. 

Mrs Carla Hills. US Trade 
Representative, was busy in 
Brussels yesterday putting 
Washington's case, to members 
of the European Parliament sit- 
ting in the External Economic 
Relations Committee. 

Mrs Hills , who has indicated 
US willingness to cut subsidies 


by at least 70 per cent over the 
next 10 years, repeated her 
insistence that “agriculture Is 
the key stumbling block to a 
successful (Uruguay) Round. 

H How tragic it would be if 
the reform Governments of 
Eastern Europe, striving to 
replace their command econo- 
mies.. .cannot deliver on their 
economic promises because of 
trade restrictions erected by 
the world's trading nations.'' 

Apparently reluctant to dis- 
cuss details of an earlier meet- 
ing with Mr MacSharry, she 
said she did not know the 
details of the EC proposal. But 
she claimed at her press brief- 
ing that if the EC is suggesting 
a 30 per cent cut over 10 years 
starting in 1986, the "effect" 
would be confined to a 10 per 
cent cut in future. 

"We would be prepared to go 
by as much as a 70 per cent 
reduction in the area of inter- 
nal supports and in the area of 
market access," she said. "We 
would go even further in the 
area of export subsidies.” It 
was impossible to exaggerate 
how important a solution to 
the farm problem would be for 
the round as a whole. 

Most nations in the talks 
were farm exporters. Agricul- 
ture was their top, sometimes 
only, priority. If their concerns 
were not dealt with, some 50-60 
countries may walk out 


Three more states for Gatt 


BOLIVIA, Tunisia and 
Venezuela have completed the 
process for joining Gatt, bring- 
ing to 99 the number of mem- 
ber states in the world trade 
organisation, William Doll- 
force reports from Geneva. 

Costa Rica is about to ratify 
its terms of accession and is 
expected to become Gatt's 
100th contracting party in a 
few weeks. 

Terms to which the new 
members have agreed illus- 
trate a remark by Mr Arthur 
Dunkel, Gatt’s director-general, 
that the liberalisation "price" 
of membership has been rising. 

Bolivia undertook to bind its 
whole import tariff schedule at 
a 40 per cent rgflmg . To bind 
means to guarantee that the 


level will not be increased 
again. Tunisia agreed to bind 
more than 900 tariffs at levels 
of 17 to 52 per cent It also 
undertook to abolish import 
licences or other quantitative 
curbs on many products. 

Venezuela had cot its tariffs 
from 135 to 50 per cent at pres- 
ent It has pledged to bind its 
entire tariff schedule at a 50 

S ;r cent ceiling, lowering it 
ter to 40 per cent 
Eight more countries are 
negotiating terms for joining: 
Algeria, Bulgaria, China, El 
Salvador, Guatemala, Hondu- 
ras, Nepal and Paraguay. 
Poland is re-negotiating its 
membership terms which did 
not guarantee it most- 
favoured-nation treatment 


UK ‘wants 
share in 
Indonesia 
N-project’ 

BRITAIN wants to share In a 
project that will bring nuclear 
energy to Indonesia, Mr John 
Wakeham, UK Energy Secre- 
tary, said yesterday, AP 
reports from Jakarta. 

Mr Wakeham. who arrived 
on Tuesday for a three-day 
visit, said he met GlnanJar 
Kartasasmita. mines and 
energy minister, and President 
Suharto, and discussed the pos- 
sibility of expanding energy 
cooperation between the two 

countries. 

Ginanjar said Indonesia has 
established co-operative links 
with West Germany, France 
and the US to develop nuclear 
power plants. 

Indonesia had sent techni- 
cians to the US to study 
nuclear technology, he added. 

Indonesia’s first nuclear 
power plant, to be built near 
Mount Muria in the northern 
coastal area of Central Java, is 
expected to become operational 
in the year 2000 . 

A feasibility study for the 
plant is expected to be com- 
pleted in 1994 and building will 
take another six years, officials 
say. 

S Korea group 
in Moscow deal 

Lucky-Goldstar Group, a South 
Korean conglomerate, has 
signed a note of intent with the 
city of Moscow to help build a 
$300m <£162m) hotel-apartment 
complex, AP-DJ reports from 
SeouL 

Lucky-Goldstar and the gov- 
ernment's Korea Trade Promo- 
tion Association (Kotra) expect 
to enter a 5060 joint venture 
with Moscow to erect a five- 
building complex near the 
Kremlin. 

Construction Is to start in 
1991 at the earliest and will 
take six years. 

Japan metal offer 

Japan, in a last-ditch bid to 
settle its dispute with the US 
over amorphous metal trade, 
has widened its offer of market 
access, a Ministry for Interna- 
tional Trade and Industry offi- 
cial said, agencies report from 
Tokyo. 

Negotiations had nearly bro* , 
ken down when Japan made its : 
new proposal, an official said. I 


‘New world order’ dilemma for US export controls 

By Nancy Dunne in Washington 


THE FUTURE of US export 
controls on products with mili- 
tary application is another 
uncertainty in the current 
state of near-friendshlp with 
the Soviet Union and near-war 
with Iraq. 

The Export Administration 
Act (EAA). the law governing 
export licensing on strategi- 
cally sensitive products, is due 
for either reauthorisation or 
redesign by September 30. 

The Senate last week joined 
the House in passing an 
updated version of the law. 
but events having been mov- 
ing with such speed that final 
passage this year is by no 
means a certainty. 

Both bills contain signifi- 
cant “new thinking” with an 
easing of controls to Commu- 
nist and former Communist 
countries. 

But Congress, with the back- 
ground of "dual-use" exports 
to Iraq much in mind, is still 
far from a consensus on how 


to the regime to a shift- 
ing "new world order” in a 
way which sensibly balances 
tile demands of business and 
national security. 

Major sticking points must 
be resolved before Congress 
adjourns next month. Will the 
role of the Pentagon in the lic- 
ensing process shrink, as busi- 
ness would like, or expand? 

Will the State Department 
maintain its curiuat far-rang- 
Ing authority over munitions 
controls multilateral nego- 
tiations? Will Congress limit 
the discretion of the president 
on controls of chemical and 
mLwite exports? Will the new 
EAA be in effect for one year 

or two? 

Both bills reflect attempts 
by Congress to keep pace with 
the the flood of changes in the 
world. Although the House in 
June eased controls to the 
Soviet Union and Eastern 
Europe far more than the 
Administration wants, it also 


reacted to the then on-going 
So viet-Lithuania dispute. 

One amendment denied the 
Soviet Union access to Ameri- 
can high technology unless it 
altered into “serious negotia- 
tion” with Lithuania “without 
economic coercion”. 

The House debate was 
focused on complaints by the 
US business community that 
the rigid, unpredictable sys- 
tem of export licensing gives 
foreign companies a competi- 
tive advantage. 

The legislation was designed 
to resolve the battles which 
raged throughout the 1980s 
among the government agen- 
cies resonslble for administer- 
ing controls - the Commerce, 
State and Defence Depart- 
ments. Specific roles were 
assigned to each, with Com- 
merce taking the lead. 

This was all unsatisfactory 
to the Bush Administration 
which complained that the bill 
limited the president's ability 


to respond to national security 
and foreign policy concerns. It 
was, of coarse, anathema to 
the Pentagon, which seemed in 
danger of losing its significant 
role in the licensing process. 

Last week's Senate bill was 
a reaction to the Gulf crisis 
and a series of press reports 
about how the Pentagon 
barely got the Commerce 
Department to belt a sale of 
furnaces which could be used 
In making nuclear weapons. 

The Senate tightened con- 
trols on the export of missile 
technology, raised civil and 
criminal penalties for break- 
ing the current trade embargo 
against Iran, and placed Syria. 
Iraq, Iran and Libya Into the 
category of controlled coun- 
tries, subject to review by the 
Pentagon. It also provided for 
sanctions against those coun- 
tries found to have exported 
sensitive products to Syria, 
Iraq, Iran and Libya. 

The Pentagon would seem. 


for the moment, to have the 
uoper hand In the debate. Con- 
servatives are thundering 
their outrage. Mr William 
Safire, a New fork Tunes coir 
munis t yesterday demanded 
that "see-no-evil” Commerce 
Department officials “be given 
early access to the revolving 
door”. 

On Capitol Hill, a House 
"staffer" said Pentagon offi- 
cials had two months ago 
informed bis committee that 
the furnaces posed no danger 
for unclear weapons produc- 
tion. Mr Wlfliard Workman, a 
US Chamber of Commerce offi- 
cial suggested It was no coinci- 
dence that the story came out 
a day before the Senate was to 
vote on the EAA. 

A House-Senate Conference 
Committee must now negoti- 
ate a final bill. Whatever 
emerges (If anything does this 
year) may once again be left in 
the dost of events before the 
next Congress is in session. 


Nissan fights to survive in tough Taiwan 

Ian Rodger and Peter Wickenden examine a battle for Asian motor market share 


L ast spring, Yue 

Leone, a Taiwan motor 
company in which Nis- 
san Motor of Japan has a 25 
per cent stake, started shipping 
cylinder blocks to Nissan in 
Japan. 

The move showed how Nis- 
san proposed to stay and fight 
for survival in Taiwan's cha- 
otic car market - by trying to 
boost exports. 

Nissan's experience in 
Taiwan over the past 23 years 
is a lesson in the problems 
faced by multinational motor 
companies and governments of 
developing countries in dealing 
with each other. 

In an era of ferocious compe- 
tition among multinational 
motor companies, developing 
countries have little choice but 
to resort to licensing agree- 
ments with established produc- 
ers for local production. 

The problems of Hyundai of 
South Korea show it Is too late 
for these countries to develop a 
new internationally competi- 
tive car maker. Yet, car pur- 
chases represent such a large 
Item in any country's gross 
national expenditure that a 
country like Taiwan cannot 
afford to leave the sector, 
entirely to imports, 
still, licensing arrangements 


tend to be unsatisfactory for all 
concerned. The host govern- 
ment Is never satisfied with 
the level of local value added, 
the licensor is frustrated by 
the lack of scale for his opera- 
tion, and the country's con- 
sumers know they are getting 
a limited choice of goods at 
inflated prices. 

Taiwan initially resorted to 
the tactics of setting import 
quotas - the market was 
dosed until 1966 - and high 
tariffs to encourage local pro- 
duction by foreign companies. 
This protectionist policy 
worked beyond expectation: 
there are now seven foreign 
companies involved in making 
cars and trucks in the country. 

The reason for this rush on 
such a small market - 467,130 
cars sold last year - is that 
the world's car makers see 
Taiwan as a training ground 
for moving into the giant 
C hina market The unfortunate 
result has been tha t none of 
the car makers can achieve the 
scale needed to make cars at 
internationally competitive 
prices. 

Taiwan’s response to this 
development was to announce 
in 1985 a plan to reduce tariffs 
on cars imported from all coun- 
tries except Japan, a discrimi- 


Nissan’s experience is a 
lesson in the problems 
mnltiziationai car groups 
face in dealing with 
developing countries 



NISSAN 



natory policy. Taiwan is upset 
by Japan's huge bilateral trade 
surplus and, since it is not a 
Gatt member, it can do what it 
likes. 

Tbe effect was to challenge 
Japanese makers to build an 
export-oriented car industry in 
Taiwan. Japanese companies 
know competitors are able to 
import lower cost cars from 
their home countries, thus 
enabling them to be more com- 
petitive in Taiwan. Already, 
nearly half all cars sold in 
Taiwan are imports, against 19 
per cent four years ago. 

So If the Japanese companies 
wish to remain, they have little 


choice but to improve competi- 
tiveness of their local 
operations. 

Nissan’s position was more 
difficult than for other Japa- 
nese companies because two 
years ago, Yue Loong and its 
national distributor, Chinese 
Automobile Company (CAC), 
split. Until then, Yue Loong 
had been domestic market 
leader, with 30 per cent, but its 
share fell to 13.5 per cent last 
year, well behind the new 
leader, Ford, at 19.8 per cent. 

The CAC crisis reflected 
weaknesses in Yue Loong’s 
management. Nissan realised 
that If it was to continue, it 
had to take a stake in the com- 
pany. It was a tough decision, 
but the China card carried the 
day. “If we want to go into 
China, we will need to know 
the language and business cus- 
toms,” says Mr HisayuM Sak- 
amlz u, Nissan’s representative 
in Taiwan and executive 
vice-president of Yue Loong. 

Meanwhile, the challenge is 
to make Yue Loong a success- 
ful company again. 

Yue Loong has a huge pro- 
duction site at San Yi in the 
middle of the country, but the 
existing factory complex, built 
in 1981, is small, under-used, 
and was designed with low 


cost labour in mind. Unfortu- 
nately', in the past three years, 
labour costs in Taiwan have 
soared, making local produc- 
tion of many items uncompeti- 
tive. 

The pressure on Yue Loong 
was intensified by the reduc- 
tion in tariff protection - tar- 
iffs on imported cars have 
dropped from 65 per cent in 
1985 to 40 per cent and are 
scheduled to drop to 30 per 
cent next year. The company 
responded quickly, and the 
average local content in the 
TTindfilB it makes is now down 
to about 50 per cent 

Mr Sakamizu believes that 
the only answer is to build up 
volume to an economic level, 
and that cannot be done rely- 
ing on the domestic market 
alone. "The first step was to 
find an export opportunity for 
components,” he says. 

From March, the company 
began selling cylinder blocks 
to Nissan in Japan, and Mr 
Sakamizu makes clear that is 
just a start "We want to be 
able to export finished vehicles 
to countries where we have to 
compete with European, US 
and Japanese made products, 
in other words, grade A mar- 
kets. If we cannot do that, the 
game is over/ 



SOME CURVES 

GO STRAIGHT TO THE POINT 


The only business jet that can cross oceans 


within airline safety standards is a three- 


engine model. This is because ? 



the strictest safety standards 


normally prohibit twin-engine airliners 


from flying more than one hour’s dis- 


tance from a suitable alternate airport. 


In view of the investment a business jet 


involves, why settle for less safety than an 


airliner provides? That is why Dassault 


engineers specially designed the Falcon 900 


as a trijet. The Falcon 900 is 


incomparable. It can cruise at up to 


.84 Mach, or fly nearly 4000 nautical miles. 


It is flexible for short European flights as 


well as intercontinental routes. And it has 


a large, spacious cabin with three lounges 


where even tall passengers can move about. 


Dassault : 27, rue du Professeur Victor Pauchet - 92420 Vaucresson - France. Tel. : (33.1) 47958385 - M. Rosanvallon 


FALCON 900 


Falcon by Dassault 
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Employers signal gloom over economic prospects 

Major warned of recession 
unless interest rates cut 


By Hazel Duffy 

INTEREST rates must be cut 
before the end of the year If a 
full-blown recession is to be 
avoided, the Confederation of 
British Industry, the UK 
employers' association, said 
yesterday. 

The CBI’s call, made after its 
first council meeting since 
July, is the strongest evidence 
yet that the warning si gnals of 
recession are spreading across 
industry, and also throughout 
the country, 

Sir Brian Corby, CBI presi- 
dent, said that members feel “a 
great deal of gloom. In many 
cases they feel that they are 
entering a recession." 

CBI leaders met Mr John 
Major, Chancellor of the 
Exchequer, last week when 
they expressed their worries. 
The Chancellor, however, gave 
no hint that he was prepared 
to see interest rates come down 
by the end of the year. 


The contrast with the mood 
of CBI council members yester- 
day and three months ago was 
marked. Then, the CBTs stance 
was that the reduction of infla- 
tion was the target. A cut in 
interest rates in haste, it was 
said, could be damaging if 
rates had to go np again 
quickly. 

Today, it is that interest 
rates need to come down as 
part of the fight against infla- 
tion. 

The argument used by CBI 
economists Is that the inflation 
rate is an indicator that lags 
behind the economic reality. 
Inaction risks widespread 
recessi on. 

The CBTs quarterly survey 
of trends in manufacturing 
industry, to be published next 
month, will give more evidence 
of the situation on the ground. 

But current indications hint 
that pay settlements might 


Trade law overhauled to bring 
UK in line with EC standards 


By Robert Rice, Legal Correspondent 


THE Government has proposed 
a radical overhaul of trade 
marks law which will comply 
with harmonisation of legisla- 
tion within the European Com- 
munity. 

Plans published yesterday in 
a policy document are designed 
to simplify and modernise the 
system for registering and pro- 
tecting trade marks. 

Announcing the Govern- 
ment’s proposals, Mr Douglas 
Hogg, the Industry Minister, 
said the Government was 
aware of the substantial value 
of trade marks to business. The 
proposals were designed to 
reflect the realities of the 
marketplace. 

The changes will bring UK 
procedures broadly into har- 
mony with those in the pro- 
posed EC regulation on the 
Community Trade Mark, which 
will set up a unitary trade 
mark system for the whole EC, 
with an office to administer it 

The regulation is still under 
discussion in Brussels. Most of 
UK tanhiriwil imawn Hmto been 


agreed, allowing member 
states to proceed with mea- 
sures to harmonise trade mark 
law. Agreement on the whole 
package, however, is being 
held up by arguments over 
where the Community Trade 
Mark Office should be located. 

The new law will also con- 
tain a provision allowing the 
UK to ratify the protocol to the 
Madrid Agreement (an interna- 
tional system for the protec- 
tion of trade marks) making it 
easier for UK trade mark own- 
ers to obtain protection in 
other countries. 

The Madrid Agreement, 
which is administered by the 
World Intellectual Property 
Organisation in Geneva, has 
been in operation since 1891. If 
a mark is registered in any of 
the 29 countries that are mem- 
bers of the agreement, it facili- 
tates registration in any or all 
of the other 28. 

The UK has so far been 
unable to become a member of 
the Madrid Agreement because 
its procedures and fees are not 


compatible. A protocol to the 
agreement that avoids those 
difficulties was agreed in 1989 
and has been signed by 28 i 
countries, including the UK. 

Among the main UK propos- 
als annnnnnad yesterday are: 

• A more flexible definition of 
the kinds of signs that may be 
treated as trade marks. 

• A presumption that a mark 
ought to be registered unless 
there is some specific objec- 
tion. 

• Simplified procedures for 
registering marks with the 
Trade Marks Registry, includ- 
ing ending the division of (be 
register into two parts, making 
it possible to register several 
classes of goods or services 
with a single application. 

• Improved protection for 
gristing trade marks. It will be 
Illegal to use a trade mark to 
sell goods similar to those for 
which a mark is registered. It 
will be possible to prevent use 
of a trade mark in comparative 
advertising. 


UK NEWS 


BRITAIN IN 
BRIEF 


have already peaked. 

• SIGNS of a sharp cut back 
in investment by manufactur- 
ing industry emerged yester- 
day from official estimates of 
construction orders, which 
showed a 30 per cent decline in 
orders from Industry for the 
three months to July, writes 
Charles Leadbeater. 

The es timates published by 
the Department of Environ- 
ment suggest that over the 
summer industry has reduced 
significantly its investment in 
factory and warehouse expan- 
sion in the face of slowing 
growth. 

The drop in industrial 
orders, with a further fall in 
private hrmwi h iiiiding and pub- 
lic sector demand, meant 
orders received by contractors 
between May and July were 
11% down on the preceding 
three months and 18 per cent 
down on last year. 



BT reaches 
deal with 
supplier 

British Telecom and GPT. its 

main supplier, have reached an 
agreement which could lead to 
the UK manufacturer supply- 
ing BT with up to £lbn of its 
advanced System X digital 
exchanges between now and 
the end of March 1992. 

The agreement does not, in 
itself, imply any increase in 
orders that GPT might other- 
wise have expected. However, 
it puts the relationship 
between the two companies 
onto a longer term footing. 

Over the past year, GPTs 
finan cial position has been 
hurt by short term fluctuations 
in BTs ordering pattern. GPT 
is 60 per cent owned by the 
UK’s General Electric Com- 
pany and 40 per cent by Sie- 
mens of West Germany. 

The agreement gives BT the 
option of buying up to 3J5m 
lines or more of System X 
equipment during each of the 
next two years. BT has already 
placed orders for 2.7m lines. 


Ferry rescue 
described 

A survivor of the capsized Her- 
ald of Free Enterprise, bosun 
Mr Terence Ayhng, described 
at London's Central Criminal 
Court how he spent two hours 
on the side of the fer r y rescu- 
ing passengers. T stayed on 
the ride helping rescue passen- 
gers by s mashing windows and 
pulling them out as quickly as 
possible,* be said. 

He was the first witness to 
describe events on board on 
the day of the Zeebrugge disas- 
ter in which 192 p eo p le died. 

P&O European Ferries 
(Dover) Ltd, formerly Town- 
send Car Ferries, four crew- 
men three officials hove 
denied a win p ie charge of man- 
slaughter arising from the cap- 
size on March 6, 1987. 


Admen for 
Inland Revenue 

The inland Revenue appointed 
D'Arcy Maslus Benton & 
Bowles, the London advertis- 
ing agency, to handle its first 

national advertising cam pai g n 

The campaign, which is 
expected to cost around £6m, is 
intended to Inform the public 
about the implicatio ns of the 
changes in reclaiming the tax 
paid on the interest from bank 
and building society accounts. 

DMB&B, a subsidiary of the 
privately owned US marketing 
group of the same name, 
recently rescued Yellowham- 
mer, another well known Lon- 
don agency, from the receivers. 

RR falls to ran 
on time 

British Rail's punctuality and 
reliability in the West Mid- 
lands has plunged to an 
all- time low, according to the 
West Midlands Passenger 
Transport Executive (Centro). 

Mr Robert Tarr, Centro 
director general, said that dis- 
quiet about the quality of local 
rail services had reached crisis 
paint 1 think u is right to say 
that rail unreliability in the 
year has finally exhausted our 
patience,” he observed. 

Centro is the executive arm 
of the West Midlands Public 
Transpoprt Authority, a statu- 
tory body, funded by seven 
councils and responsible for 
defining regional policy on 
pubhc transport 


Coal mine offer 


rejected 


British Coal rejected an offer to 
sell one of its mines in South 
Wales, prompting angry accu- 
sations that It was trying to 
s tiff!* competition. 

The nationalised coal corpo- 
ration turned down a bid from 
Ryan International, Britain’s 
largest private coal-mining 
concern, to keep open Blaenant 
colliery, which stopped produc- 
tion In May with the loss of 580 
Jobs. 


SNP debates 
leadership 

The Scottish National Party 
began its animal conference in 
Perth which will end an Satur- 
day with the election of a new 
party leader to replace Mr Gar- 






don Wilson, who is stepping 
down after 11 years. 

The party has been engaged 
in an intense but polite leader- 
ship campaign ever since Mr 
Wilson, who lost his parlia- 
mentary seat at Dundee East 
in 1987. announced in May he 
was standing down to concen- 
trate on bis legal practice. 

The two contenders are Mrs 
Margaret Ewing, MP for 
Moray, and Mr Alex Salmond, 
MP for Banff and Buchan. Mr 
Jim Sillars, MP for Glasgow 
Govan and the best known fig- 
ure in the party, is not stand- 
ing. 

Finance houses 
to be sold 

Lombard Tricity, a subsidiary 
of National Westminster Bank 
specialising in providing con- 
sumer finance to High Street 
stores, is to buy Thorn EMI 
Financial Services and Trinity 
House Finance, the two UK 
consumer finance houses 
owned by Thom EMI, the 
music, rentals and technology 
group. 

The deal means that store 


cards and consumer credit 
business for Thom EMTs retail 
outlets including Rumbelows 
will now be owned and han- 
dled by Lombard Trinity. The 
company signed a similar 
agreement a month ago to hart 
die new business for Grenada 
and Ylsionhlre. 

Lombard Tncity will pay 
approximately the current net 
book value of the two 1 busi- 
nesses, which Thom EW said 
Is around £100m at present 

Private sector 
performance up 

Britain’s privately-owned com- 
panies performed better in 
profit terms last year than 
their listed counterparts in 
industry as a whole, according 
to a survey of 10,000 privately- 
owned industrial groups. 

According to the animal sur- 
vey, by Jordans, a business 
information group, 15 per cent 
of Britain’s private companies 
made a loss in 1989, compared 
with 17 per cent for all compa- 
nies. 

The report reveals a broad 
range of profitability among 


urivate companies. Maretham ; 

one third of thwe «■£!*£%' 
doubled their progs m thelast- 
financial year, while nearly ^ 
per cent recorded no grawoL^.!. 

Ambulance pays 
deals outlined ? ® 


Majority oi amiwwu w. 
seem likely to get an exh^ 2~ 
oer cent local pay increase®!.: 
top of the 7.9 per cent a wart ■: 
but most will not get the 9-3\ 
per cent in wage packfits from ; 

October L _ _ _ 

Tie London A mbulanc e see-.- 
vice this week announced thaty; 
it bad reached agreement wfflfr. ■ 
unions for the 9,9 per cent pay; ? 
increase. 


Channel 5 plah^:^ 
revealed • 

Tbe shadow Independent Tete-_ iM 
vision Commission is offering 
potential operators 

planned new Channel s tekm^rr&g 
sion service the opportunity ofj.yv.^ , 
providing local televirion for *»£££*• £ . 
many as 35 cities and 


Elite schools consider exam reforms 
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Pupils at one of Britain's fee paying and nan-state schools- Some- of Am 
headmasters think that government examinati on reform proposals are too r 






PERHAPS no education reform 
has proved as vexing or divi- 
sive to the nation's elite inde- 
pendent schools than plans to 
reform pre-entry university 
exams, writes Nonna Cohen. 

At the Headmasters Confer- 
ence currently meeting in 
Aberdeen. Scotland, the beads 
of the most prestigious private 
schools, including Eton and 
Winchester, have called for a 
private session in which to dis- 


cuss how to respond to a gov- 
ernment advisory panel’s 
recommendations on examiner 
tion reform. The proposals sug- 
gest an overhaul of curricula 
that many independent m -ho ni j 
bwida find radical and unac- 
ceptable. 

Mr Tony Evans, headmaster 
of Portsmouth Grammar 
School and chairman of the 
HMCs Academic PoUey Com- 
mittee, says his personal view 


is that should the proposed 
reforms be adopted, indepen- 
dent schools should take the 
radical step of striking out an 
their own an post-16 education 
by ntfarlng a curriculum that 
is not approved by govern- 1 
manL 

However, headmasters are 
acutely aware of the political 
and social dangers of striking 
out on their own with a sepa- 
rate Hn-riWTlnni- 


m 




Concorde jetliners would be in for 
rough landings were it not for Akzo's 
Crystex' insoluble sulphur. Crystex 
additives make it possible to reinforce 
rubber with sturdy steel or synthetic 
fibres. That’s how high performance 


radial tyres are made to withstand high 
speeds and powerful shocks. And bounce 
back m shape again and again. Tyres 
for tractors, Formula 1 racing cars and 
aircraft Even bicycle tyres use some 
Crystex'- additives in their construction. 


Without Crystex' products, the 
tyres on a Concorde simply wouldn't be 
practical. They would need replacement 
after every touchdown. 

Creating chemicals for special 
uses fike these from raw materials such 


as sulphur, sand, tallow and coconut oil 
is an important operation at Akzo. But 
certainly notour only one. 

With 70,000 people In SO coun- 
tries. we are among the world’s 
largest companies active in chemicals, 


fibres, coatings, salt and health care 
For more information: 

(31) 85663633. Akzo nv, P.O. Box 9300. 
6800 SB Arnhem, the Netherlands. 
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“He who 

does not go forward 

goes backward.” 


Johann Wolfgang von Goethe 



For Daimler-Benz, the 1980s were the best years 
in the history of motor vehicle manufacturing and 
marketing. And it is motor vehicle manufacturing 
and marketing that are at the very heart of the 
enterprise known as Daimler-Benz AG. 

Yet this was also the decade that saw 
Daimler-Benz take an important step forward 
and become a diversified high-technology 
company. This restructuring has now been 
successfully completed. 

Our new structure provides us with an 
outstanding opportunity to shape our future. 

We are now ready to forge ahead in a world 
more dynamic than at any time in recent 
history. One in which borders are crumbling 
and great industrial regions are moving ever closer 

together. 

To strengthen our international presence, 
Daimler-Benz will soon be represented on the 
major stock markets of the world. The com- 
pany’s year-end 1989 financial statements have 


Daimler-Benz Grouo 

1989 

1988 

EmDlovees fat vear-end) 

368.226« 338.749 

Domestic 

298.199 ! 

268.277 

Foreign 

70.027 

70.472 

Sales fin millions of D-marks) 76.392 

73.495 

Domestic 

29.562 

29.094 

Foreign 

46.830 

44.401 

Balance Sheet Total 

62.737 

51.931 

Non-Current Assets 

20.084 

17.342 

Stockholders' Eauity 

16.966 

11.323 

Investments 

7.620'* 

7.007 

Research and Development 

5.494 

4.744 

Personnel Expenses 

23.199 

22.371 

Net Income 

6.809 2 * 

1.702 

*> Including Messersdimitt-86lkow-8lohm 

GmbH at 


year-end. 

*> Not comparable with 1988 figures because of non 
recurrent income and expenses. 


already been structured to meet international 
standards. 

To meet the needs of a growing market, 
Daimler-Benz will invest DM 30 billion in capital 
spending over the next five years. Research 
and development investment during that 
same period will exceed DM 40 billion. This 
is the largest investment in the future ever 
planned by Daimler-Benz. 

As a worldwide high technology company, 
Daimler-Benz is facing new challenges that 
will promote new growth and. development 
opportunities for the company and our 
employees. 

We at Daimler-Benz would like to thank our 
stockholders for the trust they have shown in 
the past, and for their confidence in the future 
of this enterprise. This confidence is a source 
of determination and strength - and the foun- 
dation on which Daimler-Benz will build for 
the 1990s. 


DaimlerBenz 


Daimler-Benz AG, Fbstfach 800230, D-7000 Stuttgart 80, Federal Republic of Germany 
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EMU under 
attack from 
Independent 
think-tank 


Still waters run deep for British shipping industry 

Charles Leadbeater, looks at the Government’s limited new partnership with the UK’s shipping sector 


By Rachel Johnson 


THE POLITICAL and fliumrial 
costs of economic and mone- 
tary union (EMU) have been 
underestimated while its bene- 
fits have been oversold, accord- 
ing to a Centre for Policy 
Studies report published today. 

Mr Urn Congdon, a monetar- 
ist economist, writes to th e lat- 
est paper from the CPS, the 
right-wing think-tank Indepen- 
dent of the Government, that 
EMU would have “drastic 
implications” for Britain's 
political independence. 

Although “woolliness" sur- 
rounded the transition to EMU, 
certain options were being 
eliminated, he said. The UK 
Treasury’s proposals for a par- 
allel currency - the “hard 
Ecu” - were being resisted by 
other governments and central 
b ank* “Instead, the move to a 
stogie currency is Increasingly 
being seen as a once-for-all 
replacement of existing 
national currencies by a new 
pan-European currency,” he 


The move to a single cur- 
rency for Europe would be as 
sudden as the one-day merger 
of the ostmark with the Deut- 
sche-Mark to July. The sudden 
death of existing currencies 
would have very high transi- 
tional costs and practical diffi- 
culties. 

Contracts - such as pen- 
sions and mortgages - would 
have to be conver te d into Ecu. 
The revision of long-term can- 
tracts such as bonds and insur- 
ance policies would constitute 
a radical change from the 
interest -and exchange rate 
environment in which the con- 
tracts were drawn np. Real 
returns would differ and law- 

S rs and accountants would 
ve a field day, he predicted. 
Ranks would bear the burden 
of the transition heavily. 

At present, the various coun- 
tries manage their banking 
systems differently with indi- 
vidual systems of control, pru- 
dential regulation, and lending. 
A single currency would entail 
wholesale harmonisation of 
these systems. 

The benefits of the single 
currency, meanwhile, were 
restricted to the elimination of 
transaction costs and greater 
transparency of cross-border 
Investments. 


THERE was an eery echo Of 
1970s corporatism as Mr Cecil 
Parkinson, the Transport Sec- 
retary gr> d Sir Jeffrey Ste rl i n g, 
the president of the General 
Council for British Shipping 
yesterday launched their joint 
report on the state of the UK 
shipping industry. 

The fate of the report’s pro- 
posals will be a test case of the 
argument that British industry 
would be revitalised by an 
industrial policy based on 
cooperation between industry, 
government and unions. 

The report seems to be a 
model of that approach. 

But Mr Parkinson was quick to 
rebut suggestions that the Joint 
approach was a return to the 
past and stressed the govern- 
ment’s role would be strictly 
limited. 

The government’s would 
examine whether UK regula- 
tions governing the industry 
could be modified, press the EC 
to clamp down on subsidies 
other governments provide 
their industries and argue for 
further a liberalisation of the 
international shipping market. 
However quite drastic action 
may be required to revive the 
Industry. The UK registered 
fleet has declined from 43m 
deadweight tonnes to 1980 to 
4_5m *nnni*fi by the end of this 
June. 

Britain has not been alone in 
its decline. The national 
flagged fleets of developed 
countries have fallen from two- 
thirds of the world fleet to 1970 
to one third last year. Much of 
the fall in the UK registered 
fleet is due to two factors 
besides worldwide over capac- 
ity. 

UK shipowners have flagged- 





Business 
verdict on 
BBC radio 






overseas 

By Raymond S noddy 


Becalmed in Cardiff: the Lavemock was later registered in Mal ta to take advantage of the generous subsidies other EC co un t ries offer shipowners 


out, to register vessles in for- 
eign countries to exploit laxer 
regulations and low labour 
costs for crews. In addition 
British shipping has faced com- 
petition from other developed 
nations where governments 
offer shipowners substantial 
subsidies. 

Accelerated depreciation 
allowances, low corporation 
tax and investment grants are 
available to shipowners in 
many EC states to lower the 
cost of investing to new capac- 
ity. In adrtttkm income tax con- 
cessions and reduced social 
security payments are used to 
lower labour costs. 

Despite the decline in the 
1980s the British shipping 
industry makes more of contri- 
bution to the nation's foreign 
earnings than the civil aviation 
industry. Its net foreign earn- 


ings last year were ELlbn. 

The report’s description of 
the industry as “lean and fit” 
may not be one many British 
seafarers would recognise. 
They would call it malnutri- 
tion. 

But the report says: “The 
stripping industry worldwide is 
emerging from the longest 
slump In its recent history. 
Demand for cargo and passen- 
ger carrying has been rising 
strongly. The probability is 
that perhaps 800m deadweight 
tonnes of shipping worldwide 
will need to be replaced in the 
coming decade at a cost of per- 
' haps jzoobn". 

The British industry will 
face two main obstacles in 
responding to this surge in 
demand. 

First, there is an acute short- 
age of skilled seafarers. Having 


cut the number of UK officers 
and ratings from 58,333 in 1976 
to 17,838 last year, the British 
shipping industry is now in 
desparate need of skilled 
labour. 

Second, the British fleet is 
ageing. The average British 
vessle it 13.7 years old, com- 
pared with the worldwide aver- 
age of 12.7 years. About 30 per 
cent of the British owned fleet 
is more than 15 years old. 

The problem Is that despite the 
forecast improvements in 
demand and profitability, 
freight levels are not high 
enough to justify the invest- 
ment needed to expand the 
fleet The report warns a fur- 
ther decline is to prospect 
The report makes five main 
recommendations designed to 
help halt the decline by mak- 
ing the UK register more 


attractive to British and for- 
eign investors. 

• Procedures for registering 
vessles to the UK will be sim- 
plified to make them less time 
consuming and expensive. The 
Department of Transport will 
soon start to recognise reputa- 
ble foreign standards for equip- 
ment, rather than insiting a 
ship’s equipment meets UK 
standards. 

• The requirement that the 
senior officers of UK flagged 
vessles should be British, Irish 
or Commonwealth citizens 
should be relaxed. 

• The UK registration 
scheme should have the flexi- 
bility to allow chartered 
vessles to move in and out of 
tt 

• The international ship- 
ping market is relatively open. 
However several EC countries. 


including France, Greece and 
Italy, restrict international 
competition on coastal ferry, 
cargo and cruise routes. The 
Government is pledged to press 
the European Commission to 
open up these areas to competi- 
tion and clamp down on subsi- 
dies. 

• The industry should adopt 
targets to improve training and 
with the government, unions 
and t raining colleges conduct 
the far reaching overhaul of 
training programmes. 

However the report makes 
no mention of the measures 
which the Industry believes 
will be essential: tax conces- 
sions to encourage investment 
Sir Jeffrey will be taking up 
that request with the Chancel- 
lor of the B»rh«qtier in dne 
course. Few would bet him 
emerging successful. 


US group to build £15m semiconductor factory in Plymouth 


By Michael Skaplnker 


THE HARRIS Corporation of 
the US is to establish a Euro- 
pean semiconductor testing 
and assembly operation in 
Plymouth on the south coast of 
England employing some 200 
people. 

The company expects to 
build a larger fully-fledged chip 
factory, employing a further 
300, on an adjacent site to the 
mid-1990s. 

Harris, whose businesses 
include electronic systems, 
semiconductors, communica- 
tions and office equipment. 


said yesterday that it had cho- 
sen Plymouth after a two-year 
examination of 13 sites in eight 
European countries. Its final 
shortlist consisted of Plym- 
outh, a site in Scotland, and 
Dundalk to Ireland, where the 
group already has a compo- 
nents factory. 

Harris, which is to spend 
£15m on the testing and assem- 
bly plant, said it bad received a 
ti tm grant from the Depart- 
ment of Trade and Industry. 
Mr Ray Oglethorpe, vice presi- 
dent of Burns’s semiconductor 


division, said that while the 
grant was welcome, it had not 
been the deciding factor. 

All the regions Harris looked 
at had offered incentives. Har- 
ris had been attracted by the 
technical expertise available in 
Plymouth, as well as by its 
infrastructure and educational 
institutions, he said. 

Mr Douglas Hogg, the indus- 
try minister, said that the 
choice of Plymouth was partic- 
ularly welcome after the job 
losses the city had suffered as 
a result of defence expenditure 


cuts. The management of 
Devonport Royal Dockyard to 
Plymouth announced the loss 
of 1,450 jobs last August 

Mr Oglethorpe said that Har- 
ris, which is the sixth largest 
semiconductor vendor in the 
US, had decided to establish 
the plant after requests from 
European customers for a local 
chip manufacturing facility. 

Harris’s European customers 
include GEC Avionics, Racal 
and Lucas Industries of the 
UK, Bosch of West Germany,. 
Ericsson of Sweden and Airbus. 


Industrie. About a quarter of 
Harris’s 1989/90 semiconductor 
sales of $7 84m came from 
Europe. Mr Oglethorpe said 
that rears of European protec- 
tionism had not played a rale 
to Harris’s decision to establish 
tiie Plymouth plant 

Mr Oglethorpe said the plant 
would assemble and test appli- 
cation specific integrated cir- 
cuits (Asics), which are drips 
made to customer specifica- 
tions. 

U the European semiconduc- 
tor market continued to show 


its current high levels of 
growth, the company would 
spend a farther £110m on an 
advanced semiconductor man- 
ufacturing plant 
The Harris investment fol- 
lows the announcement earlier 
this year fay Fujitsu of Japan 
that it is to build a semicon- 
ductor factory in Newton 
Aycliffe, County Durham. 
Goldstar, the South Korean 
electronics company, is also 
examining the possibility of 
setting up a drip plant in the 
UK. 


CHAIRMEN of leading British 
companies have praised the 
BBC World Service for spread- 
ing "an image of British fair- 
r wa and fair play which sets 
the scene abroad tor successful 
business negotiations." 

The bus h™ 8 verdict came to 
a survey among chairmen of 
25 of Britain’s largest compa- 
nies with a combined turnover 
of £l25bn last year. 

Nearly all the chairmen said 
they listened to the World Ser- 
vice whoa they were abroad 
and five did so at home. 

Mr John Tusa, man a gin g 
director of the World Service 
said last fright at a C ity of 
Lo ndon reception to an nounce 
the results of the survey that . 
the BBC World Service was an 
international trading com- 
pany. 

“We deal primarily in news' 
and information, trading to 38 
languages and operating in 
every country in the world, so . 
we do need to know how we 
are regarded by chairman of 
businesses with large overseas 
interests,” he said. 

The service was pr aised b y 
businessmen for its measured 
delivery and for being authori- 
tative and dispassionate. 

The “aura” was held to be 
one of “balanced, almost clini- 
cal objectivity.” 

The company chairman. In a 
survey carried out before the 
Gulf crisis, saw a political as 
well as a diplomatic rule for 
the World Service. 

It concluded that BBC 
broadcasts from London could, 
be “a major influence in a 
countr y where there is repres- 


sion or strife in that the World 
Service Js a reliable source of 
immediate news on the cote 
filet.” 

Some of the businessmen 
spoke of being increasingly 
aware of Mr Ted Turner’s CNN 
as an international news pro- 
vider, but also said they 
wanted to see the World Ser- 
vice compete with CNN. 

Mr Turn, who has been try- 
ing to raise money to launch, 
a television version of the 
World Service, said: “World 
Service Television News 
must not be one of the 
’might-have-beens’ of his- 
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BUSINESS LAW 

Toward s a market economy: wholesale transfer, ownership of assets and the concept of private property 

Strong domestic interest provoked by Hungary’s privatisation 

By Paul Knight 


HUNGARY is on the path to 
becoming a market economy. 
No single step is more impor- 
tant than privatisation. The 
issue is or more than theoreti- 
cal interest. A number of Hun- 
garian state enterprises have 
already been privatised and 
parts sold to foreign investors. 
Ibusz. the country’s leading 
tourism company with a 40 per 
cent share q[ the market, was 
□oated on the Budapest and 
Y‘ enn “ slock exchanges in 
June. The offer was 23 times 
over-subscribed. 

Privatisation in Hungary - 
as in the rest of eastern Europe 
- is at the cone of the debate 
about how best to move to a 
market economy. Jt raises the 
most difficult issues including 
the wholesale transfer and 
ownership of assets and the 
idea of private property. More- 
over, privatisation tends to 
bring into stark relief the inter- 
ests of managers appointed by 
the old regimes, workers fear- 
ful of being laid -off yet without 
the resources to buy shares in 
the privatised entities and for- 
eign investors. 

Hungary has enacted mod- 
ern company and foreign 
investment legislation 
designed to lay the foundation 
for private enterprise and for- 
eign investors. This includes: 

© the 1989 Foreign Invest- 


ments Act; 

• the 1988 Act on Economic 
Associations (Company Act); 
and 

• the 1990 Act on securities 
and the Stock Exchange (Secu- 
rities Act). 

This legislative package 
allows foreign investors to par- 
ticipate in Hungary through 
joint ventures or directly 
through the ownership or for- 
mation of Hungarian compa- 
nies. In addition, foreign inves- 
tors should note: 

• there is no limit on the level 
of foreign ownership or man- 
agement control of such enti- 
ties (although approval U 
needed for foreign majority 
control); 

• foreign Investors may repa- 
triate both hard and local cur- 
rency profits; 

• a variety of corporate forms 
are permitted including joint 
stock or share companies 
(analogous to the Japanese 
Kabushki Kaisha. German AG 
or the UK Pic). Hungarian 
company law is modelled on 
the West German and Austrian 
systems: 

• joint ventures even with 
majority foreign control can 
own real estate, although there 
are certain practical problems; 

• specific guarantees against 
expropriation and nationalisa- 
tion; and 


• a modern tax code with spe- 
cial incentives for foreign 
investors. 

On July 2 2989. Hungary 

adopted specific privatisation 
legislation. The legislation is 
aimed at ensuring an orderly 
transformation of approxi- 
mately 2,000 state enterprises 
into a corporate form and ulti- 
mately into private hands. 

Subsequently, a government 
agency - the State Property 
Agency (SPA) - was Created 
to supervise the process. The 
directly relevant legislation is: 

• the 1989 Law on the Trans- 
formation of Economic Organi- 
sations (Transformation Act); 

© the 1990 Foundation of the 
State Property Agency Act 
tState Property Agency Act); 

• the 1990 Treatment of State- 
Owned Assets Act; and 

• Decree 30/1989 on the Valua- 
tion of Assets In Connection 
with the Transformation of 
Stole Enterprises. 

The Transformation Act Is 
the core or the legislative pack- 
age. The legislation has two 
discreet parts. First, it provides 
for the transformation of state 
enterprises into joint stock or 
limited liability companies. 
Second, it establishes the con- 
ditions to govern the sale of 
assets or stakes In those com- 
panies to investors. 

All 2,000 state enterprises are 


theoretically eligible to be pri- 
vatised. There are two main 
types of state enterprises; 
enterprise council; and minis- 
try run entities. The former are 
governed by their workers and 
management. The managers of 
the latter are appointed by gov- 
ernment ministries. Approxi- 
mately 75 per cent of Hungar- 
ian state enterprises are of the 
enterprise council variety. 

In the context of present leg- 
islation the distinction 
between the two types is 
important. Enterprise councils 
have more discretion over pri- 
vatisation transactions. They 
may initiate the process, nego- 
tiate directly with potential 
partners or investors and 
decide (with some exceptions) 
on what stakes should be sold 
to investors and whether those 
sales should be through pri- 
vate transactions or a public 
offering. Formally, the SPA 
only has the power to veto 
such transactions. 

There is no express ban on 
foreign participation in privati- 
sation. Indeed, current Hungar- 
ian privatisation legislation 
makes no distinction between 
foreign and domestic investors. 
Moreover, the Company Act 
and Foreign Investment Act 
specifically provide that for- 
eigners operating through joint 
ventures or foreign controlled 


Hun garian companies are to be 
treated equally with domestic 
companies. 

Hungarian privatisations are 
supervised by the SPA, which 
was created in March 1990 
under the State Property 
Agency Act it holds the legal 
title to the assets of state 
enterprises. The agency is 
administered by a managing 
director and a board of direc- 
tors which sets overall policy. 

The privatisation process 
has attracted considerable con- 
troversy. As a result, the law is 
in dux and current practice is 
about to be altered to respond 
to perceived inadequacies in 
the present legislation. 

The controversy has centred 
on the role of enterprise coun- 
cils and the scope of their dis- 
cretion. In fact, enterprise 
council-led privatisations (so 
called ‘spontaneous privatisa- 
tions'*) have been open to 
abuse. 

The abuses have tended to 
be two-fold. First, the percep- 
tion in Hungary is that impor- 
tant national assets were sold 
to foreigners at under-valued 
prices. Second, government 
appointed managers, whose 
entitlement to the assets was 
dubious, benefited most from 
the transactions. The creation 
of the SPA addressed this prob- 
lem. 


The likely changes will have 
the public policy objectives of 
preventing these abuses and 
centralising the process so that 
it is consistent with Hungarian 
Industrial policy while main- 
taining the pace of privatisa- 
tions. 

Thus the Hungarian Govern- 
ment intends to reduce the 
authority of enterprise coun- 
cils, increase the authority of 
the SPA and bring it under 
direct government control. 

Policy guidelines are also 
being prepared to establish the 
criteria for evaluating specific 
transactions. They will focus 
on issues such as how much of 
the entity should be sold to 
Investors (foreign and domes- 
tic). and whether the sale 
should be through a private 
transaction or public offering. 

It is likely that foreign 
investment will be restricted in 
certain sectors and enterprises. 
Moreover, the new guidelines 
will govern the awarding of 
mandates to investment banks 
and the like. 

Does Hungary’s privatisation 
legislation have the necessary 
ingredients to work? 

Certainly, its legal and regu- 
lator)' framework goes a long 
way to meeting the minimum 
requirements (and is by far the 
most advanced in eastern 
Europe). There is an entitle- 


ment to own property and 
unlike certain other eastern 
European countries this enti- 
tlement has existed for several 
years. 

While Hungarian accounting 
standards are inadequate, steps 
are being taken to remedy this 
and most of the international 
accounting firms are now rep- 
resented In Budapest Hungary 
also has an independent legal 
profession and international 
law firms are opening offices in 
the country. 

Hungary's Securities Act is 
sophisticated and comprehen- 
sive, but the Budapest Stock 
Exchange is fledgling and its 
settlement and clearance 
systems are primitive. 

There are independent civil 
courts and arbitration tribu- 
nals. Both the Company Act 
and the Foreign investment 
Act are comprehensive, ft 
remains to be seen, however, 
how well they will be applied. 

Finally, the Hungary privati- 
sation legislation itself is inad- 
equate. But the Government 
recognises this and seems pre- 
pared to remedy the situation. 

On balance, it seems the nec- 
essary legal framework for a 
successful privatisation pro- 
gramme does exist in Hungary. 

The author is European Legal 
Counsel for Nomura Research 
Institute Europe Ltd. 
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No airline is an overnight success. Similarly 
awards like 'Airline of the Year’ don't come out 
of the blue. 

At Virgin Atlantic we know that we're In the 
spotlight every time we take off. 

Consequently we pay attention to every detail, 
however small. 

A chauffeur driven car picks up our Upper 
Class customers from anywhere in the UK and 
delivers them to Gatwick as fresh as a daisy. 

Once on board they can relax in sleeper 
seats that they can actually sleep in, or visit our 
on board bars and lounges. 

Being voted 'Airline of the Year’ means that 
our economy class is no poor relation. 

It has seats that offer more iegroom than 
any of its rivals, plus a non-stop programme of 
movies, music videos and comedy shows. 
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There's even a free amenity pack filled with 
goodies to keep. 

As you can see from the panel, this latest 
award is no flash in the pan. 

No mean achievement either, in view of the 
august company that we beat, namely Qantas and 
Singapore Airlines. 

But we’ll keep our feet firmly on the ground. 
Our plans for next year include seat back TV’s in 
economy and on board telephones available to all. 

Every day in every way we’re going to get 
better and better. 

For details and reservations call 0293 562000 
or see your travel agent. 
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MANAGEMENT: Marketing and Advertising 



A sk the head of any 
American advertising 
agency which of their 
competitors they 
most admire and the answer is 
almost always a rueful smile 
accompanied by the name - 
Leo Barnett. 

In many ways Burnett is one 
of the least aggressive US 
agencies. It has just 31 clients, 
far fewer than most other 
major agencies. It is still 
owned by its employees and 
could hardly be accused of 
aggression on the acquisition 
front. 

Burnett was a latecomer In 
the international arena. And 
whereas other agencies talk in 
modern managerial terms of 
decentralised structures, it Is 
centred in Chicago and prides 
itself on operating only a small 
office in New York. 

But Burnett has been one of 
the most consistently success- 
ful US agencies. It has worked 
with half its clients for more 
than 20 years. It has created 
some of the most enduring 
images in American advertis- 
ing from the Pillsbury Dough- 
boy to the Marlboro cowboy. 

Leo Burnett flourished in the 
1980s by following its familiar 
route, but it faces new chal- 
lenges in the 1990s. The pres- 
sure for agencies to operate 
internationally is greater than 
ever: as is the pressure for 
them to offer integrated mar- 
keting services, not just adver- 
tising. Burnett also faces the 
threat of a legislative clamp- 
down on tobacco advertising 

Which, thanks to Mari hnm, is 
one of the most profitable parts 
of its business. 

The focus of Burnett is still 
on its founder. Leo Burnett 
was an unprepossessing man. 
Time magazine described him 
in its obituary as a “short, 
stoat plain speaking man who 
viewed the world through 
black-rimmed bifocals and gen- 
erally liked what he saw.” 

The short, stout plain 


Leo Burnett 


Why tradition reigns supreme 

The US agency may change, but in its own particular way, reports Alice Rawsthorn 


speaker died 19 years ago but 
he dominates the agency to 
this day. There is the 'Leo lore 1 
of memorabilia that hangs out- 
side the chairman's office in 
Chicago. There are the bowls 
of red apples - his favourite 
fruit - that stand in every 
Burnett b uilding and are given 
away to visitors. And there are 
the stumpy pencils - another 
favourite - on every desk. 

“I have this belief that 
although he has been gone 19 
years this is still Leo’s com- 
pany and that we all pass 
through and do the best we 
can," says Hall 'Cap* Adams, 
who joined Burnett as a furni- 
ture mover 30 years ago and is 
now chairman and chief execu- 
tive officer. 

The founder spells out 
exactly what Tieo’s agency 1 is 
all about in a speech given in 
1967, a video of which is still 
shown to every new recruit hi 
the speech, beginning “This 
agency means everything in 
the world to me", he tells his 
troops the circumstances 
nnder which he “might 
demand" that his name be 
taken off the door. 

“That" he says, “win be the 
day when you spend more time 
trying to make money and Ipw 
time making advertising. 
When the apples come down to 
being just apples for eating or 
p olishing - no longer part of 
our tone." On that day he 
vows, “dead or alive", he will 
“throw every goddam apple 
down the elevator shaft”. 

Perhaps the most important 
factor in perpetuating the Bur- 
nett ethos is the fact that the 
agency is still privately owned. 


At a time when the publicly 
quoted US agencies have been 
embroiled in acquisitions Bur- 
nett has been able to concen- 
trate on advertising. 

“We are not answerable to 
anyone but ourselves," says 
Adams. “We do not have to 
deal with all that stuff about 
outside investors who do not 
know the first thing about our 
business, or quarterly report- 
ing. If we need to take a hit In 
the best interests of our staff 
and our clients we take it." 

Burnett, he says, has taken 
quite a few ‘hits’ over the 
years. The company never dis- 
cusses its profits - as a private 
concern it has the privilege of 
not having to do so - but it is 
regarded as one of the most 
profitable US agencies. It made 
gross income of 6484m (£260m) 
worldwide - including $289m 
in the US — last year. It still 
insists on average commission 
of just under 15 per cent for its 
US accounts, when other agen- 
cies are on an average of 12 per 
cent 

Its profits took a hit last year 
when the lease an its old head- 
quarters expired and it moved 
into its own freehold building. 
"That is the house that Tony 
the Tiger and Charlie the Tuna 
(two characters from Burnett 
commercials) built", chirp Chi- 
cago's architecture guides as 
they pass. 

Burnett was lucky in that it 
managed to let the surplus 
space in the building before 
Chicago's downtown property 
market weakened. Saatchi & 
Saatchi and Ogilvy are still 
struggling to let floors in their 
new buildings in New York. 


“There will be no financial 
benefit from the building for 
another ten years," says 
Adams. “Then it will start to 
pay its way. It is a long term 
benefit I am bequeathing to 
whoever is running the show 
then." 

Another privilege of private 
owner sh i p is Burnett’s ability 
to control its growth. It is 
renowned for the quality of its 
service. Adams refuses to dis- 
close details of productivity, 
but it is safe to assume Burnett 
ha« an nnngnally high ratio of 
employees to billings. 

T he head of another 
agency recalled visiting 
Kellogg (a Burnett client 
since 1949) and being 
“astounded by the number of 
people they had there. Burnett 
was all over the place.” 

Adams suggests that the tra- 
dition Of «mtraHsation — the 
entire US operation is run from 
one building in Chicago - 
helps quality control. Simi- 
larly, he says, the policy of 
concentrating an a few, large 
accounts enables senior execu- 
tives to work more closely with 
clients. “It is far easier to 
spend the right amo unt of time 
with clients when there are 31, 
rather than 13L” 

Burnett’s US billings have 
doubled over the past five 
years «lth«ng h the number al 
clients has not changed. Its 
growth has come from new 
business from old clients. It 
had a string of new client wins 
in late 1968 — including T tom 
Witter and Hallmark cards - 
but Adams then “took the 
phone off the hook". 


"We were a little stretched 
for a time," he says. “You have 
to be careful not to become too 
preoccupied with winning new 
accounts or you can wind Up 
giving these guys (existing cli- 
ents) the short end of the 
straw. One or two new clients 
a year, that is the ideal. But we 
can not just dial them up when 
we want them." 

Tbe common criticism of 
Burnett is that its creative out- 
put is too folksy and old-fash- 
ioned. It Is still best known in 
the US for its “critter commer- 
cials" - the long running cam- 
paigns featuring characters 
like the Doughboy. Some crit- 
ters. such as Tony the Tiger, 
have even been exported to 
other countries. 

Cap Adams insists “the crit- 
ters only last for as long as 
they work". Burnett has killed 
off a few critters over the 
years. It recently revitalised its 
reel with avant garde ads for 
Amurol bubble gum tape and a 
nostalgic campaign for Dean 
Witter financial services, feat- 
uring footage of its founder 
looking suspiciously like Mr 
Burnett himself. 

Adams is phlegmatic about 
the possibility of the legislative 
curbs on tobacco advertising, 
which could affect its Marlboro 
account. The anti-advertising 
lobby is gathering force in the 
US mid tobacco accounts are a 
prime target “All we can do is 
fight" he says. But Marlboro is 
widely believed to be one of the 
most profitable accounts in US 
advertising and any restric- 
tions could he a blow to Bur- 
nett’s finances. 

So far the strength of Bur- 


nett’s domestic business has 
enabled It to be cautious over- 
seas. It ranks as the 14th larg- 
est agency in the Advertising 
Age international league table. 
But its overseas revenue was 
$1.3bn against S1.9bn in the US 
last year. Half of its overseas 
busines comes from accounts 
originating in the US. 

The risk of advertising agen- 
cies losing accounts through 

international reali gnmen t is 
now higher than ever. But 
Adams sees no reason to adopt 
a more aggressive approach. 
“We know from experience 
how hard it is to implant oar 
culture in a new organisation," 
he says. “Our international 
offices now have the apples 
and the pencils. But it has 
been diffi cult." 

It remains to be seen 
whether Burnett will be able to 
be as insouciant in the future. 
It does however have a little 
louger to respond to the other 
key development in advertising 
- the trend for clients to 
expect an integrated marketing 
service from their agencies. 

Three years ago Burnett 
diversified into direct market- 
ing. It did so by recruiting 
experienced people and placing 
them inside the Chicago 
agency, rather than by setting 
op a new subsidiary. It is now 
adopting the same strategy for 
sales promotion and event 
marketing. 

“The idea is that eventually 
these skills will pervade the 
agency so everyone will have 
the experience to talk to cli- 
ents about their total commu- 
nication needs," says Adams. 
“But that day is still a long 
way off.” 

Despite the rhaTfangps of leg- 
islation, interna tiftnalitan and 
Integration Adams says Bur- 
nett’s chief challenge is the 
same as ever. “We are here to 
produce outstanding advertis- 
ing." he says. “With all the 
clutter around today that is 
tougher than ever." 


Finnish flavour to 
UK coffee market 


A s long as the Minisfry 
of Defence horns the 
midnight off in White- 
hall, it is good news in the 
hmA of midnight SUIL. . 

The Civil Service drinks 
Ashbys tea, a brand which 
traces its heritage back to 1851 
but has been owned since 1987 
by the UK subsidiary of Gns- 
tav Paniig, Finland’s largest 
processor of roast and ground 
coffee. Ashbys is supplied 

th rift g h Sysco, the food ser- 
vices company which has the 
Civil Service contract. 

This week, Paniig demon- 
strated its ambitions to 
become a fapding force in the 
UK hot beverages market 
when it agreed to take over 
the processing and sales of 
Melitta. the West German 
brand which pioneered filter 
coffee in the 1960s. Paniig had 
already stretched the Ashbys 
brand to include coffee. 

Paniig, a family owned com- 
pany with annual sales of 
FMlbn (£I43m), chose the UK 
as its beach-head to tbe Euro- 
pean Community in 1987. 

The Melitta deal will give 
Paniig a 9 per emit share of 
the British retail market for 
roast and ground coffee, third 
only to General Foods with 22 
per cent and Allied Lyons with 
20 per cent 

In Finland, Paniig accounts 
for 55 per cent of coffee 
roasting - no mean distinc- 
tion because tbe average Finn 
drinks llkg every year, the 
highest consumption in the 
world, compared with 2kg in 
the UK. George Docker, Pan- 
tig’s UK managing director, 
believes he can double its Brit-, 
ish share in four years. 

The strategy has two. 
prongs. The first is make foil 
use of roasting capacity at 
Wimbledon, where Paniig 
installed plant it acquired 
from a Finnish rival in 1986 
ami thaw ship ped to the UK. 
This gave it sufficient capacity 
to supply (Hie third of British 
demand and had the added 
advantage of removing poten- 
tial competition tram Finland. 

Bat simply roasting and 
grinding beans does not get 
the coffee on to supermarket 
shelves or into restaurants. 
Paniig decided to make quality 
a selling point. 

“It’s a very tough market to 
be in,” says Docker. “You’ve 
got to use every trick at your 
disposal to communicate qual- 
ity if that’s what yon mean to 
represent." 



Bertel Paulig: quality image 


This has involved: 

• getting Department xdTrato " 

and industry-sponsored ISO \ 
9000 certification for the Wlm- 
hledon plant and the compa- 
ny's tea factory In MQton.-., 
Keynes. *.■*,•- 

• emphasising the 100 per - 
cent arabica content of its cof- • ~ 
fees, rather than the lower - 
grade rotrasta beans included- 
in some UK blends. 

• devoting effort to distinct 
tive packaging. Some of Ash* 
bys’ teabags are individually r 
wrapped in foil packets .. 
designed by Michael P eters - \ 
Group and packed in transpar- \\ 
cut containers. Ashbys coffee 

is packaged in a continental- . 
style paper wrap rather than 
the cardboard carton more - 
usual in the UK. - - 

• setting up a franchise gs- . 
tan of mhii- whnlaajilwg to sell' " :' 
Ashbys to Independent cater- , - 
ere. Ashbys catering packs,-: 
nwlike Melitta, will not be soId. T ,, 
in cash and carry stores or ranv. 
ried by food services gtqiqnj .. 
unless that is the only viayef 
reaching large customers. - ' .?—■ 

• rethinking corporate idea-. 
tity. Last week . Paulig 
unveiled a new logo designed 
by T-nmtor Associates. Bertel . 
Paniig, chief executive and . 
grandson of the founder, was ' 
outvoted by the company's / 
dfrectors on tbe choice, but he 
nevertheless perceives in fie 
stylised ~p" the aroma rising - 
from a cup of coffee. 

Melitta will be s upp orted by 
more than £lm In ad v ertisi n g 
in each of the next four years. 
Panllg's UK agency sounds 
iita» jt might be st hnmtg in 
Helsinki: Duckworth Finn 
Grubb Waters. 
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MONTE DEI PASCHI DI SIENA. 
517TH BALANCE SHEET 
AND STILL PIONEERING. 


Here we present some highlights of our bal - 
ance sheet as at December 31, 1989. It’s our 
517th - and we continue moving ahead. 
We’ve reinforced our activities in mutual 
funds, insurance sectors, financing and mer- 
chant banking with new acquisitions and 
initiatives. We’ve continued to expand our 
network in Italy and worldwide. Offices in 
Madrid, Beijing and Tokyo will soon join our 
others in New York, London, Paris, Frankfurt, 
Brussels, Moscow, Singapore, Cairo and Sao 
Paolo. Our major participating banks, the 
Banque du Sud, the United Bank for Africa 
and Internationale Bank fiir Aussenftandel 
also showed excellent growth - growth that 
reflects our pioneering spirit 


Deposits from customers 


Capital Accounts 


Lit. 

(billions] 


-15.569 


■J.322 


Loans and advances to customer 33,832 

Investments & Securities 15,329 

Net income available for distribution 230 


STG 

(millions] 

22.315 


2.116 


16.567 


7.751 


113 
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THE BANK WITH FIVE CENTURIES OF EXPERIENCE 
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The Rehearsal or Love Punished I CINE - MA 


ARTS 


ALMEIDA THEATRE 

A welcome revival of 
Anouilh’s Ironic masteroS 
The Rehearsal (La /gSS) 
opens the Almeida’s new sea- 
son of French plays. It is a 
post-war play about pre-war 
people dating from L950 when 
the author was at the peak of 
his fame. He is writing here 
“hout the French aristocracy 
The message is that those who 
HV£ 111 ancient, inherited 
chateaux should not w ^kp th* 
mistake of falling in love with 
those who were brought up In 
the real world. 

Jonathan Hyde plays the 
amorous Count who commits 
this error by his love for 
Luclle, the girl in charge of the 
dozen orphans housed in the 
west wing. True. Tiger had a 
• previous taste of reality In the 
army during the war; but not 
for long. When the rest of his 
regiment had reached Toulon 
he was still defending the 
Loire. He then fired off his one 
remaining shell, had a bath, a 
manicure, and returned to his 
chateau at Ferbroques. He and 
ms Countess (Nicola Pagett) 
are determined to perpetuate 
their traditional way or life. 
Our function as a class, the 
Count explains, is not to pro- 
duce geniuses but to endure. 

Anthony Ward's Almeida 
set. dominated by a huge 
fresco of Mars and Venus, pro- 
vides a splendid backcloth for 
Jasper Conran's ravishingly 
extravagant black and white 
costumes. Wisely, this set con- 


tains little more than a large 
neutral space in which a cos- 
seted. ritualistic, leisurely 
approach to existence may be 
re-created, through Ian 
McDiarmid's well-tuned direc- 
tion. 

The Count and his friends 
are rehearsing a play. Mari- 
vaux's La Double Ineonsumce 
which they will perform at the 
charity bail to be held in the 
chateau. They are short of a 
girl for the heroine - a simple 
peasant girl whose innocent 
love for her ftancfi Is cynically 
destroyed - and Lucile is 
brought along for the role by 
her godfather, the Countess's 
lawyer. She is a natural 
ingenue, well impersonated by 
Julia Ormond who has the 
knack of shedding authentic 
tears. 

Her two roles, one In life and 
one in theatre, soon merge and 
the dove-tailing or the two 
plays, the piquant jump-cuts 
from one to the other in the 
opening scenes, contains some 
of Anouilh’s cleverest writing. 
His polished dialogue is diffi- 
cult to render In English, but 
much of it comes through Jer- 
emy Sams's new translation. 
He uses a more contemporary 
idiom than in the previous one 
by Hansford Johnson and 
Black. 

As the piece develops, the 
thought of the play these idle 
people are supposed to be 
rebearsing dimin ishes beside 
the urgency of the threat posed 


by Lucile to their solidarity 
and to their exclusive posses- 
sion of Tiger. 

At this point Anouilh shows 
himself to be □ less subtle dra- 
matist than Marivaux. The 
strategy whereby, at the behest 
of the Countess. Lucile Is 
seduced by Tiger's best friend 
Hero (Jonathan Kent) seems 
even more hollowly stagey now 
than it did when the work was 
first performed. *1 like break- 
ing things," he tells us more 
than once, and he proceeds to 
break Luc lie's poised compo- 
sure by a cruel deception in 
one of the longest seduction 
scenes in the history of the 
theatre. Jonathan Kent han- 
dles the marathon in a plausi- 
ble. taunting, self -disgusted 
manner that is almost unbear- 
able to watch. 

Donald Perlmear plays the 
lawyer as a softie but, beneath 
the deference, he is really a 
hard man. Christine Kavanagh 
throws her weight around to 
good effect as the discarded 
mistress, Hortensia. Harry Bur- 
ton is dead right as the buf- 
foon Ish Villebosse. Whereas at 
the Mari guy Jean-Louis Bar- 
rault and Madeleine Renaud 
looked like aristocrats pretend- 
ing to be actors, at the Almeida 
Hyde and Pagett look like act- 
ors pretending to be aristo- 
crats. But this impressive 
revival should be seen. 

Anthony Curtis 



Nicola Pagett and Jonathan Hyde 


Once in a While the 
Odd Thing Happens 


COTTESLOC THEATRE 

Once in a While the Odd Thing 
Happens would make an excel- 
lent play far radio. It Is just 
about strong enough to stand 
up on stage if it is really well 
done, as it was whan it opened 
at the Cottesloe in the National 
Theatre on Tuesday. The trou- 
ble is that there is nothing 
very visual about it except the 
striking background sets of 
wind, sea, sky and marsh 
designed by Stephen Brimson 
Lewis. 

This play is about the young 
Wystan Auden, the young Ben- 
jamin Brittan and the young 
Peter Pears in the US at the 
outbreak of the second world 
war. Loosely based on fact, 
Auden is fascinated by Brit- 
ten's music; Britten Is capti- 
vated by Pears'6 voice. Auden 
the poet and Britten the com- 
poser try to put on a show 
together in America, and it 
fails. The title of the play 
comes from the Britten/Auden 
opera, Paul Bunyan. Britten 
and Fears fall in love, come 
back to England - indeed to 
Britten's East Anglia - and 


ARTS GUIDE 


EXHIBITIONS 

London 

Royal Academy of Arts. Monet 
in the 90s: The Series Paintings. 
The long-awaited b loc kbuster 
exhibition open s in L ondon send- 
ing review er s scurrying to 
«wr pi«in the artiste's double 
vision. Burlington House, Picca- 
dilly (287 9679). 

H wyaa nl Gallery. Eduardo ChU- 
HHa Makar retrospective of the 
Spanish sculptor (261 0127). 


M armotla n’s Monets. For lovers 
of impressionism, the Mus fe 
Mannottanisa must. A charm- 
ing town house set in greenery. 
triwiMg an important collection 
of paintings and drawings by 
man rig Monet and bis friends. 
Monet’s lave af London is repre- 
sented by the Houses of Parnfl- 

roent. In the last 20 years of 

Monet's life, his garden in Giv- 
eray hwamw his great inspira- 
tion. In glowing colours and 
chang in g light he painted its 
Japanese bridge and weeping 
willows and , above all, time ana 
the unforgettable Nym- 
pheas — water lilies on still green 
waters. Musde Marmo ttan , 2 rue 
kmis-boIHy, closed Mon. 

Mns£e d’Oway. The spectacular 
muBiiim of the 19th century issi- 
opposite the Tufieries 
gmrrionn within the metallicstruc- 
ture and Hu* glass-roofed vault 
of the vast BeOeEpoque railway 
station. It houses paintings, 
sculptures, okoete d’art and pho- 
tographs from the end of the 
romantic period to the begin- 
nings of modern art and the 
T w| if B fflf nnii8t and post-impres- 
sionist collections fo rmerly in 


Britten produces Peter Grimes. 

It is an odd sort of piece for a 
young playwright like Paul 
Godfrey to come up with. 
There is nothing remotely 
shocking about the male love 
scenes. On the contrary, they 
are rather wistful and child- 
like. The lovers wear suits, not 
jeans. They play tennis and go 
for walks on golf courses and 
do not swear. Auden looks 
remarkably respectable. The 
mood is nostalgic, though per- 
haps a more pretentious word 
would be elegiac. 

Two bits of stage business 
stand out. One is when Pears 
and Britten choose to wear 
each other's shoes on the brink 
of realising their passion. The 
other is the way they help each 
other put on their white ties 
and dress studs when prepar- 
ing for a concert performance. 
For the rest, however, the play 
would probably be better beard 
Hun seen. It is about voices 
a»nd sounds, not action. There 
are also times when the dia- 
logue comes perilously close to 
banality*, for example, when 


the Jen de Paume. Here they 
are counterbalanced by academic 
painters, their contemporaries. 
Song derided for their pomposi- 
ty.l rue BeUechasse (45494814). 
Closed Monday. 

Mns^e de duny. Medieval Art 
in Paris. The Abbots of Cluny 
built their magnificent late 
Gothic town bouse in the heart 
of the Latin Quarter on the ruins 
of Roman baths. Now a museum, 
it houses medieval works of art 
- goldsmiths' mark, carved altar 
pieces. Ivories, fabrics, with two 
English royal standards embroi- 
dered in gold on red velvet. In 
a rotunda of Its own is a set of 
the Lady and the Unicorn mille 
fleurs tapestries - an allegory 
of the five senses, one of the mas- 
terpieces of medieval art. Place 
Paul-Palnleve, (43256200). Closed 
Tue and lunchtimes. 

Martfgny 

Fonda tl on Pierre Clmtadda. 
Modigliani. Some 50 oils, as 
many drawings and some sculp- 
tures form an Important retro- 
spective of the Italian-born artist 
living at the beginning of the 
century in the feverish atmo- 
sphere of Montparnasse and 
Montmartre. In contrast, the 
rather stylised two-dimensional 
portraits or his friends and of 
Jeanne Hebuterne, his last and 
tragic companion, embody per- 
fect repose. <26 223978). 

Brussels 

KB Gallery. Exhibition of lace 
accessories ami table linen. 17th 
century to late 1930s from private 
Flemish collections. Closed Mon. 
Grande Place. 

Palais dee Beans- Arts. 5 million 
years: The human adventure. 


Britten's married sister Beth 
(played by Hilary Dawson) 
exclaims: “Life is Cull of ambiv- 
alent emotions.” 

Even the language of the 
love scenes carries understate- 
ment almost to the point of 
bathos. Apart from the sets, 
and some clever lighting by 
Paul Pyant, there Is perhaps 
one stroke of brilliance. The 
music is kept to the end. This 
produces a kind of suspense, 
the temptation being to have 
inserted it ail over the place. 
Part of Britten’s "Four Sea 
Interludes" is heard only after 
the final lines of the script 

The puts of Auden, Britten 
and Pears are played by Step- 
hen Boxer, Michael Maloney 
and Julian Wadham respec- 
tively, and the play is directed 
by Godfrey himself. Distinc- 
tions all round, and they are 
certainly needed. For if Once in 
a While were only slightly less 
well done, it would not be 
much of a spectacle. BBC 
Radio should snap it up. 

Malcolm Rutherford 


Man’s evolution shown through 
200 archaeological artefacts and 
other exhibits. Daily, ends 
December 30. 

Florence 

Palazzo VeccMo. The age of Mas- 
accio: tying in with the reopen- 
ing of the Branca cci chapel in 
the Church of the Carmine after 
n six-year restoration on the 
cycle of frescoes by Masaccio 
Bwri Masollno, are 100 works by 
pain ters and sculptors who 
worked in Florence in the golden 
years between 1401 (the date of 
Masaccio's birth) and 1440. 
Included are frescoes, sculptures 
and drawings by Paolo Uccello, 
Beato Angelico, Gentile da Fabri- 
ano. Donatello. Brunelleschi, 
Ghiberti and Filippino Lippi. 
anH four paintin gs by Mnsaccio 
himself. 

Venice 

Palazzo GrassL From Van Gogh 
to Picasso — from Kandinsky 
to Pollock. Opening with Picas- 
so's 1931 Woman with Yellow 
Hair and closing with Fernand 
Lester's 1950 Builders with Rope, 
this exhibition provides a truly 
delightful canter through mod- 
em art from the late 1870s 
onwards. 

Palazzo Dncale. Titian. This 
exhibition organised jointly by 
the Venice local council, the Arts 
Ministry and the National Gal- 
lery in Washington, marking 
the 5th centenary of the painter's 
birth, is the largest for over 50 
years. More than 70 paintings 

ore on show, lent by American, 

Russian and European museums. 
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r he difficulties of rais- 
ing money to make a 
feature film about 
Aids must make com- 
promises unavoidable. But 
there might be a paint when 
the compromises mean the film 
is no longer worth making. In 
a week when you can see sinis- 
ter little BNF stickers In the 
London tube saying, “Protect 
Us from Aids - Outlaw Homo- 
soxuals," Longtime Companion, 
by confining itself to gay char- 
acters. unwittingly reinforces 
many of the prejudices that the 
Aids crisis has inspired. Appar- 
ently designed to make homo- 
sexuals appear cuddly to the 
indifferent masses, the film 
concentrates on a group of 
friends and partners, all gay, 
and shows how their lives are 
affected by the disease. 

Visiting the group at random 
intervals over a nine year 
period, we first see them in 
1981 absorbing the idea of an 
epidemic in the time when peo- 
ple still talked about gay can- 
cer. A year later one of the 
group has Aids. By the follow- 
ing year, he is dead, and two 
more also die. And then there 
were five. 

From carefree parties on Fire 
Island to miserable conferences 
in hospital waiting-rooms, 
director Norman Rene and 
screen-writer Craig Lucas have 
focused on this tight network 
of friends in order to show how 
their security and well-being 
are shattered by a force beyond 
anyone's control. But peace of 
mind seems to be the only 
Issue the film addresses. There 
is no mention of the fact that 
the illness can attack women 
and heterosexuals too, that no 
one is sure where it came from; 
no mention that people are 
ostracised out of fear, or of the 
financial and physical hard- 
ships beyond the illness itself. 
Nor does it ask if it is fair that 
a single community should be 
allowed to taka the blame; or if 
governments could do more. 

In a hospital-visiting scene, 
one character. Willy (Campbell 
Scott) retreats to the bathroom 
and frantically washes his face 
and month after kissing an 
infected friend. This is practi- 
cally the only sign of real fear 
or paranoia in the film; else- 
where, apparently insulated by 
their middle-class backgrounds 
and jobs - writer, lawyer, 
actor - the men take it aU in 
their stride. 


BYE BYE BLUES 
Anne Wheeler 

I LOVE YOU TO 
DEATH 

Lawrence K as d a n 


THE FIRST POWER 
Robert Reszukoff 


BLUE HEAT . 

John Mackenzie 

ANOTHER 48 HOURS 
Walter HiQ 

There are excellent perfor- 
mances from the whole cast, 
especially Mark Lam os as a 
television writer, and Bruce 
Davison as his lover, who not 
only takes care of him but 
writes his scripts when his fac- 
ulties disintegrate. But it is all 
so comfortable. There is no 
pressure on loyalties; no one 
ever seems to worry about 
money and all the illness is 
dealt with in a very sanitary 
way. Longtime Campanian la a 
well-made, well-intentioned 
film about nice people, but its 
limited view does not really 
serve its subject-matter well. It 
Is about as valuable to the 
cause of Aids as Love Story 
was to leukaemia. 

Partings and uncertainty 
reappear in Bye Bye Blues, a 
Canadian film about the pres- 
sures of separation during the 
Second World War. Left behind 
in an impoverished but an idyl- 
lically pretty country backwa- 
ter, while her doctor-husband 
is stationed in Singapore. 
Daisy (Rebecca Jenkins) finds 
herself with two children to 
support and no income. In 
spite of her limited musical 
ability, she forces herself to 
play the piano at a local dance, 
and Is paid $3, the first money 
she has ever earned. 

When men went off to the 
war they probably pictured 
their wives nnnHwwiTig a famil- 
iar domestic life. But women 
had to support famUles, do riv* 
jobs men had done before, and 
wondering if their men would 
ever come back. Bye Bye Blues 


perfectly captures the sensa- 
tion Of marking tima that an 
abs ent loved-one leaves behind. 
Daisy's musical «ktn« improve 
and she becomes the centre of 
attraction in a local band. At 
first she is only waiting far her 
husband to return; but when 
the Japanese take Singapore 
and she no longer knows if he 
Is alive or de ad , the painful 
indecision begins. He might 
have been killed, but. if he is a 
prisoner, the knowledge that 
she Is waiting might be all that 
sustains him; or perhaps, if he 
ever conies home, he will be 
changed so much that he no 
longer wants her. These con- 
flicts rob her of the courage to 
start living again and accept 
the love of another man. 

Small domestic dramas, the 
marked seasons of a farming 
community, blue-streaked sun- 
sets, a truck driving through 
the dusk, a local dance - the 
tiny incidents of country life 
captured by director Anne 
Wheeler - mid to Daisy's state 
of emotional suspension. A 
slight but beautifully observed 
film. 

If infidelity had been more of 
an issue for Joey Boca (Kevin 
Kline) in / Looe You to Death, 
we might have been spared a 
tiresome film. Italian Joey 
thinks there is no harm in con- 
stantly fixding around, but his 
Yugoslav wife, Rosalie (Tracey 
UUman) feels differently. Their 
jab be rings and tantr ums sug- 
gest that they have been delib- 
erately drawn as volatile, over- 
excited foreigners to save hav- 
ing to make any logical expla- 
nations, because without con- 
sidering peaceful alternatives, 
Uke discussion or divorce, Ros- 
alie decides to kill Joey when 
she sees him with another 
woman. Italians and Yugoslavs 
in the audience may not be too 
happy about any of this. 

The plot of the film, which 
apparently is a comedy, 
revolves around Rosalie’s inept 
efforts to kill Joey, and his 
total resistance to death. Even 
after his car has failed to 
explode, eating sleeping-pills in 
his food and being inexpertly 
shot three times, Kevin Kline 
is still <m his feet The script is 
based on a well-publicised true 
story, so it is not even a sur- 
prise that he survives. Noisy 
and messy and fffled with cari- 
catures instead of real people, 
the film is inexplicably 
directed by Lawrence Kasdan 
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Scene from Xongtime Companion* 


( Body Heat, The Accidental 
Tourist ). His presence has 
attracted a marvellous support- 
ing cast - Joan Plowright, 
William Hurt River Phoenix - 
but they cannot turn this fran- 
tic nonsense into entertain- 
ment. 

Detective Lou Diamond 
Phillips (La Bamba) Is also 
troubled by an indestructible 
enemy in The First Power, 
when a serial killer he had 
sent to the gas-chamber is rein- 
carnated and starts killing 
again. A young psychic (Tracy 
Griffiths) convinces Phillips of 
what Is happening, and 
unleashes a chain of events all 
reminiscent of films Uke The 
Exorcist. The Omen, and Polter- 
geist . Every time the killer is 
destroyed, he is restored again, 
stronger than before, in a new 
body. Bag ladles float past 
high-rise windows. Nuns wield 
knives. Who will be possessed 
next? Sadly, that is too easy to 
guess. 

In Blue Heat the corruption 
is more mundane. When a 
group of undercover Los 
Angeles policemen, led by the 
marvellous Brian Dennehy, 
discover that there is police 
involvement in some local 
drug-trading, they are 
suspended instead of promoted. 
Their efforts to expose their 
superiors have the making of a 
routine but satisfactory cop 
film, but what seems to have 
turned this film into a parody 
of itself is its British director 
John MacKenzie ( The Long 
Good Friday), who handles the 
cornier bits of actum and dia- 
logue with a heavy hand. 
There have been many excel- 
lent American thrillers 
directed by Europeans so there 
are no excuses. But there la 


something very wrong with 
Blue Heat . a collection of 
cliches without a proper heart 

The reassembling of old 
ingredients is very evident, 
too, In Another 48 Hrs. In 1982 
Nick Nolle and Eddie Murphy 
played a cop and a crook 
thrown together in Walter 
Hill’s 48 Hrs. The film was vio- 
lent, sexist, but also fast, excit- 
ing, and very funny. Eight 
years later, this sequel, also 
directed by Hill, has the two 
reunited to find a criminal who 
will otherwise annihilate them 
both. As they have both grown 
up a hit since they last met - 
matured is too ambitious a 
word - the friction between 
them is less humorous, so that 
the many shootings, explosions 
and car-chases Involved make 
rather bald action. 

But even if the film has 
nothing new to say it makes a 
powerful case for investment 
dressing. When he is released 
from jail, Murphy is wearing 
the splendid Armani suit that 
proved so serviceable eight 
years ago. After all the 
assaults on his person, Murphy 
is still immaculate at the end 
of Another 48 Hrs, while Nick 
Nolte’s chain-store clothes are 
ripped to pieces. 

Which leads rather unexpect- 
edly to the Pasolini season, 
since it has been assembled 
with some financial support 
from Giogio Armani. The sear 
son opens at the K2A with a 
two-week run - and a newly 
restored print - of his 1967 
autobiographical treatment of 
Oedipus Rex, and will include 
Bib first commercial screenings 
of RoGoPaG and Hawks and 
Sparrows. 

Ann Totterdell 


Museum Folkwamr Vincent Van 
Gogh and Modem Art On the 


Carmen 


NEW THEATRE, CARDIFF 

The curtain rises to show a 
chic white courtyard with a 
large palm tree. One soldier is 
tinkling at a smart grand 
piano. Another is reading a 
copy of Playboy. Is this to be 
another updated Carmen brim 
frill of controversy? 

Well, hardly. There is no 
doubt that Welsh National 
Opera knows aU about putting 
on an evening to offend tradi- 
tionalists when it wants to and 
it has done its level best to stir 
outrage over Carmen before. 
But in Andr6 Engel the com- 
pany has found a producer 
who covers his tracks so well 
that it was difficult to tell if he 
has any ideas about the opera 
at all He has evidently moved 
on from the Freischdtz that 
upset so many people. 

Once past those initial flick- 
ers of life the production sub- 
sides into routine. The cast is 
simply asked to go through the 
motions with a minimum of 
spontaneity, though in their 
defence it must be difficult to 
work up much involvement 
when one is stuck with Nick 
Rieti’s surgically clean unit set 
for the whole evening. Perhaps 


lOOtb anniversary of Van Gogh’s 
death, this exhibition aims to 
display his influence oo Euro- 
pean modern art. With 50 off his 
own paintings and 120 by other 
artists it shows his impact on 
art In the period 1890-1914. 
Among the other artists are 
Matisse, Derain, de Valminck, 
Picasso, Kirchner. all influenced 
by Van Gogh_The exhibition 
moves to Amsterdam in Nov. 
Ends Nov 4. Goethestrasse 
414300, Essen L 
Villa Hnegel IS. St Petersburg 
around 1800. With 555 pieces cm 
lnan from Leningrad’s state Her- 
mitage Museum, the exhibition 
details the developments of Rus- 
sia from a great empire to a 
European power. St Petersburg 
was the residence of Peter the 
Great and acted as an intermedi- 
ary between east and west. The 
exhibition covets the period from 
the 18th to the 19th century of 
Tsars Paul I (1796-1801) and Alex- 
ander I (1801-1825) in Its role as 
the political. Intellectual and 
economic centre of Russia. This 
unique show gives a clear, varie- 
gated view of the historical 
importance of the period of the 
Russian empire, with paintings, 
furniture, sculptures, costumes 
and porcelain. 

Berlin 

Martin-Gro Plus-Ban. Strese- 
mannstrasse 110- Bismarck's 
Prussia. Germany and Europe. 
This exhibition in Berlin will 
be the first organised by the Ger- 
man History Museum, with 
around 1,000 pieces on loan from 
250 different museums from all 
over Europe and the US. Otto 
von Bismarck, born 175 years 
ago in Scboenhausett. was the 
German Imperial Chancellor and 


Leeds Piano Competition 


in the end we should not be 
surprised if that is what we get 
- a Carmen without grit or 
grhnB or sweat 
In that respect it may be tell- 
ing that Jean StilweU, an expe- 
rienced Carmen in her native 
Canada, was able to get more 
life i titn tiw drama thaw any- 
body else, including her Don 
Jose, Noel Esplritu Velasco. 
Although he gave a more 
mature acc oun t of himself thwn 
hitherto, the two of them really 
were ill-advised to carry on bo 
in the final mini>- Surely one 
stabbing is enough ? Joed began 
to look as though he was carv- 
ing up the family joint 
Altogether the brightest 
moments of th» evening were 
to be found among the support- 
ing roles. As MicaSla, Gillian 
Webster was candid and outgo- 
ing, winning an enthusiastic 
round of applause for her 
gleaming delivery of her aria, 
and the American baritone 
Richard Paul Fink brought a 
touch of vocal glamour to 
Escamillo, with big. Texan- 
sized rin g in g in the Toreador’s 
Song. The occupants of the 
gmaflflr roles, though, failed to 


make much at a mark. 

Indeed, even the WNO cho- 
rus seemed subdued. For the 
opening of Act 3 Engel had 
them sitting hang-dog 
together, when the music tells 
us quite clearly (as indeed do 
the words "Be careful how you 
go”) that they should be creep- 
ing Btealthily through the 
night. This might seem a 
minor failing after the indigni- 
ties heaped upon the opera by 
other producers, but it says 
much for Engel's lack of sensi- 
tivity to movement and atmo- 
sphere In the opera through- 
out 

In the pit John Bnrdektn led 
a performance that was sturdy 
and sensible, rising to a decent 
sense of drama in the final 
OTTO. On an inspired evening 
Gonnencan seemto combine 
miraculously the best of two 
national styles. On the one 
hand light-fingered French 
effervescence. On the other sul- 
try Spanish passion. On Mon- 
day night in Cardiff I missed 
both pretty well completely. 

. . Richard Fairman 
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Prussia's premier before he was 
sacked by the young Kaiser Wil- 
helm H 100 years ago. The cur- 
rent political changes in Europe, 
particularly in East Germany. 
imrindlng the Importance of this 
exhibitio n, which also attempts 
to explain what happened after 
the revolution of IB4 8. Bism arck 
was at the centre of several con- 
flicts in relation to industrialisa- 
tion, social questions and the 
impetus towards forming nation- 
states in Europe. An accompany- 
ing programme includes litera- 
ture, music performances, films 
and video. Until November 25. 

Leipzig 

Museum der bfldenden K Ousts. 
Mmt Beckmann (1884-1950), pic- 
tures from 1905-1950. Born In 
Leipzig, the painter taught in 
Frankfort’s Stfldel school from 
1917-1930. In this exhibition are 
works from all over the world, 
including the renowned Syna- 

goge and hi« final painting 
Behind the Stag e . 

Now York 

Brooklyn Museum. From pasto- 
ral landscapes to moonstruck 
mature fawtaaiaw, this compre- 
hensive exhibit makes the claim 
for Albert Ptnkbam Ryder as 
the first modern American 
painter. Ends Jan 6. 

Washington 

National Gallery. Artistic divi- 
dends of the end of the cold war 
continue with a comprehensive 
show at Suprematist Kastmir 
Malevich and his Soviet contem- 
poraries with works never before 
lent by the Soviet Union. Ends 
Nov 4. 


Chicago 

Chicago Historical Society. A 
House Divided, America in the 
Age of Lincoln. Docnnwaits. 

mcma nfn, anti parannal effects 

Of the &sat Emancipator. 

Art Institute. The Russian Taste 
for French Painting is a tribute 
to the cultural impact of 
Improved Soviet-Ameriean rela- 
tions with its French master- 
pieces borrowed from the Her- 
mitage Mirf Pushkin Museums. 

Tokyo 

Tokyo Metropolitan Art 
Museum. Works from the new 
Japanese Gallery at the British 
Museum. Screens, scrolls, wood- 
block prints and ceram- 
ics — rnntrrty from the Edo Era 
of the 16th to 19th centuries 
when Japan was closed to the 
outside world. 

Iitomlbui Mnarnm- N6h COS- 
tumes. Nob is the world's oldest 
extant form of drama, dating 
back GOO years or so. The sump- 
tuous costumes display the best 
erf Japanese dying and weaving 
techniques and are themselves 
works of art Also on display 
are masks, fann and stage props. 
Closed Mon. 

Telen Museum. Mind and Body; 
the human form in Greek art 
Sculptures and bas reliefs, 
mainly from collections in 
Greece and Switzer l an d , exhib- 
ited in an exquisite Art Deco 
former palace. Closed Wed. 
Touko Museum. Issey Miyake: 
Heats Please. Costumes and art 
objects by Japan’s top fashion 
designer. The pleated costumes 
that look like space suits and 
feature geometric designs are 
based on his 1988 Paris collec- 
tion. 


LEEDS TOWN HALL 

The semi-finals of the Harveys 
Leeds International Piano 
Competition 1990 are in mid- 
swing as I write, and an Friday 
and Saturday the BBC will 
bring the finals to the nation’s 
music-lovers. By then there 
will be six chosen finalists, 
who will in turn have chosen 
their concerti (from an 
approved list of It) to play 
with Simon Rattle and the City 
of Birmingham Symphony, no 
doubt the BBC is praying that 
most of them will choose differ- 
ent ones. Meanwhile, from the 
original field of 77 competitors, 
aged between 16 and 29, after 
two stages of elimination a 
dozen semi-finalists survive - 
or rather eleven; for on Mon- 
day night there was an 
untimely disappearance. 

A 21-year-old Pole, Plotr 
Andersz e wski, had announced 
the baldest programme of alL 
simply - simply! - Webern’s 
Variations op. 27 and the “Dia- 
beliT Variations of Beethoven. 
He chose to perform them in 
reverse order. It took him 55 
minutes to expound the “Dia- 
belli,” with a mastery of 
long-range structural tension 
that far senior pianists would 
envy, and relentless, searching 
concentration. After that 
heroic feat, he returned to / 
undertake the Webern (which 
is only a few mfrmtes long), 
pro misingly - but with only 
the brief third movement to go 
he faltered, froze, bowed and 
withdrew from the platform 
and the contest. 

For a pianist of this order, it 
cannot have been a real disas- 
ter. No other semi-finalist so 
far has displayed such an intel- 
lectual grip on a mqjor work, 
and And erszews Id’s technical, 
means were equal to it. Grav- 
ity, power and pellucid clarity: 
his chord-balance - crucial in 
Beethoven’s slow variations - 
was superb, and if he favoured 
the extreme ends of the 
dynamic scale (something that 
the “Diabelli" naturally 
tempts) his ff was as tautly 
controlled as his pp, mnimimi- 
cative and telling. That could 
not be said of the Korean Hae- 
sun Paik, whose li g ht , fleet fin- 


gers were not at home In the 
boomy acoustic at the Town 

Hall 

Paik wielded any amount of 
wayward subtlety of the sud- 
denswelUng-and-expiring kind, 
so much and so often that the 
main thread of sense was in 
constant danger of disappear- 
ing: sometimes (as in Schu- 
mann's Humareske) because 
what she was doing was just 
barely audible, sometimes (as 
in the Sonata of Bartdk) 
because the principal lines 
were swallowed up in an iU-fo- 
cused welter. Since invidious 
comparisons are what piano- 
contests are about, I might as 
well say that not only her Bar- 
tok but her peculiarly un-sen- 
suous, nn- witty account of 
Liszt’s Venezia e Napoli were 
utterly eclipsed the next night 
by Balazs Szokolay. 

Though at 29 this Hungarian 
pianist is the oldest competi- 
tor, be had begun by sounding 
like a very talented norice in 
Chopin's Barcarolle and Rav- 
el’s Vaises Nobles et Sentimen- 
tales, coolly stylish ideas com- 
promised by a tendency to 
rush fences in brittle haste. 
When he relaxed (not quite the 
mot juste ) with his native Bar- 
tok he found his showman’s 
mettle - and exquisite tender- 
ness for the unfamiliar “Czik 
Folk Tunes" - and then pro- 
ceeded through Venezia e 
Napoli like a true heir to Czif- 
fra. The final Tarantella wasn’t 
note-perfect, but with that ter- 
rific electricity and mischief it 
didn't need to be. 

FTom China, the 21-year-old 
Xiang-dong Kong brought a 
soft-edged, pretty account of a 
Haydn Sonata in C, a very 
uneven conspectus of Chopin’s 
24 Preludes and the merest 
sketch of Ravel’s Gaspard de la 
Nuit. His Haydn had been 
trumped in advance by the 19- 
year-old German Lars Vogt - 
as had been, I thought, young 
Andrei Zheltonog*s honest 
Mussorgsky too; but Vogt and 
Zheltonog deserve more space 
in my next report 


David Murray 


Channel 4 wins ‘ Special * Prix Italia prize 

The jury at the Prix Italia gives them the rock video 
broadcasting festival treatment 
seemingly shared the opinion ~ - 

expressed in the television „ J 0 n L 

column on this page yesterday: X* 3 cate&ory * !* orth exartly 
that ZbiSS^bSnSK 

programme The Orchestra JLSf 

would be a worthy winner of Medici. 

the arts prize. ™® tec^caHy elaborate - 

They were unanimous in ““fiLSL sl 2L“S 

choosing it from the 25 entries T Production, directed 

from 19 countries to receive SX.Pf 11 * Ka ^ 10 3114 Jonathan 
the prize of 15m lire (about Svi®' ® 8 ® 8 computer 
£6.600). The programme takes ““S®* 7 *° re-create a 
such popular classics as Hore nbne concert 

Rossln’s ’’Overture to the 04 1589 ‘ 

Thieving Magpie” and __ . 

Schubert’s "Ave Maria” and Christopher R unlfle y 
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T he European Merger Control 
Regulation, which takes 
effect tomorrow, marks more 
than just an end to 17 years 
of wrangling within the -Community 
over a common approach to control- 
ling large conglomerates. 

It Is also part of a growing interna- 
tional focus on competition policy 
which has been the natural response 
of governments to the development of 
a world market philosophy among 
multinational corporations. 

Not only has the liberalisation of 
capital flows made it easier for such 
companies to grab market share by 
hivesting abroad; size matters more 
than ever now that technological 
supremacy with its huge capital cost 
is the key to staying ahead. 

As a result, access to markets is no 
longer determined just by barriers to 
trade in physical goods. Rules of fair 
play in matters of investment and 
competition have become of first 
importance at both the national and 
international level - where they can 
easily become a source of friction, as 
the recent US attacks on Japan's min- 
imal anti-trust policies show. 

It Is into this brave new world that 
the European Commission steps 
tomorrow with its enhanced powers 
to control mergers and joint venture 
activity on a Community-wide basis. 

It brings to the task a liberal 
approach backed up by a regulation 
that In the words of Sir Leon Britten, 
the responsible Commissioner, 
enshrines competition as “the guiding 
force of economic life." 

Yet behind this simple philosophy 
lurks a great deal of uncertainty over 
how the C ommissio n's new role will 
affect member states, such as France, 
which are used to judging mergers on 
a broader public interest basis, and 
over the possibility of clash with out- 
side jurisdictions. These could include 
both the US - which has a long tradi- 
tion of anti-trust regulation - and 
Japan, which does not 
The regulation gives the Commis- 
sion exclusive powers to vet mergers 
involving companies that have a 
worldwide turnover of more than 
Ecu5bn (£3,5bn) and where the aggre- 
gate EC turnover of at least two of 
them is more than Ecu2S0m. For the 
next four years, until the regulation is 
reviewed, smaller mergers will 
remain subject to control by member 
states, which will also have the right 
to retain control over sensitive cases 
involving public security, plurality of 
the media and prudential supervision 
in banking and financial services. 

Moreover, although the regulation 
defines the maintenance of effective 
competition as the yardstick under 
which mergers and joint ventures 
shall be judged, it also includes refer- 
ence to other considerations such as 
technical and economic progress. 
Some have seen these caveats as a 
loophole for the introduction of indus- 
trial policy at the European level- 
11 will take some considerable time 
before it becomes clear how the regu- 
lation will work in practice, and 
therefore how it will be viewed in a 
global context Meanwhile, the experi- 
ence of the US, with a century of 
tradition in anti-trust policy under 
the Sherman Act, shows how policy 
ran vary even the simplest of 
basic doctrines. 

The basis of the US approach is the 
promotion of competition by declaring 
liiR gfli every agreement th a t restrains 
trade among competing sellers. Imple- 
mentation, however, has varied 
greatly. Periods erf activism - notably 
in the 1900s, early 1940s and early 
1970s - have been followed by less 
interventionist periods. The Reagan 
era was widely seen as an extreme 
example of the latter-Professor Robert 
Pitofsky of Georgetown University, 
says it contained “the most lenient 
anti-trust policy in 50 years.” 

Traditional views about the desir- 
ability or otherwise of mergers based 
largely on size and market concentra- 
tion had begun to change before 1960 
- notably following a Supreme Court 
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Arms are not 
the answer 


ANYONE WOULD think that a 
shortage of weapons was the 
main cause of instability and 
conflict in the Middle East. 
Saudi Arabia is buying $22bn 
worth from the US, in addition 
to £L6bn-£20bn from Britain. 
Other Gulf states are arming 
themselves in proportion, and 
the Israeli defence minister has 
been in Washington pressing 
Israel's claim for “compensa- 
tion.’’ All this is wonderful 
news for western defence 
Industries, which had been suf- 
fering a serious bout of depres- 
sion. But it is hardly good 
news for the Middle East, or 
indeed for the world in general. 

Of course, the requests from 
Middle Eastern governments 
are not frivolous. They are 
based on real fears, and what 
has happened to Kuwait 
proves, if proof were needed, 
that such fears are not fantas- 
tic. The rulers of Saudi Arabia 
and the other Gulf states do 
not wish to rely indefinitely on 
foreign forces to protect them. 
They would prefer to be able to 
defend themselves. 

Yet it is hard to imagine that 
any level of armament, short of 
a nuclear weapon, would have 
secured Kuwait against the 
kind of attack it experienced 
on August 2, given the dispar- 
ity in size and population 
between it and Iraq. Nor does 
it seem likely that Saudi 
Arabia, however many weap- 
ons it acquires, will under its 
present social and political Bys- 
tem produce an army large and 
highly motivated enough to 
hold its own against Iraq, or 
for that matter Iran. 


it necessary to build it up as a 
bulwark against Iran. Let us 
beware of making the same 
mistake twice. At some point 
the upward spiral has to be 
broken and put into reverse. , 


Political change 

The political and social sys- 
tem may change. In that event 
the question is - and it is a 
question which should not con- 
cern Israelis only - against 
whom would the F-15 fighters 
be directed? Moreover, vast 
expenditure on western arms 
purchases, with the almost 


inevitable accompanying cor- 
ruption. can itself help to bring 


ruption, can itself help to bring 
about political change of a sort 
desired neither by the pur- 
chaser nor by the supplier. 
That is generally thought to 
have bear the case in Iran in 
the 1970s. 

It may seem a bit late for 
such reflections, when Iraq Is 
already a regional superpower. 
But Iraq acquired that status 
largely because others believed 


Forcible disarmament 

The present crisis should be 
that point. If if comes to war, 
Iraq will have to be forcibly 
disarmed and its rearmament 
kept under very strict surveil- 
lance (much easier said than 
done). If, as must still be the 
hope, Iraq agrees to withdraw 
from Kuwait without war, it 
will no doubt try to demand 
the withdrawal of western 
forces from the region as a 
quid pro quo. The answer 
should be that those forces are 
there because of the insecurity 
caused by Iraq’s erratic behav- 
iour, combined with its mas- 
sive accumulation of weapons, 
conventional and other. Only if i 
a reasonable degree of mutual j 
trust is established between 
the states of the region can for- 
eign forces safely be dispensed j 
with, and that in turn requires | 
rigorous arms control agree- 
ments, monitored and verified 
by independent observers. 

Perhaps the most difficult of 
many sticking points in negoti- 
ating such agreements would 
be the necessary inclusion of 
Israel. Israel hitherto has 
refused to adhere even to the 
nuclear non-proliferation 
treaty, and is understandably 
reluctant to rely for its secu- 
rity either on international 
guarantees or on the good faith 
of its neighbours, most of 
whom remain at least formally 
at war with it. Yet Israel's pol- 
icy of maintaining a perma- 
nent “qualitative edge” in 
weapons technology is not only 
becoming more and more 
expensive but is also showing 
dimmish mg returns. If Israel's 
leaders were really confident 
that they still enjoyed such an 
edge over Iraq it seems likely 
they would by now have struck 
at Iraq's missile sites, chemical 
weapon stocks and nuclear 
research plants — as they did 
at the Tamuz nuclear reactor 
in 1981. They would certainly 
require a lot of canvmdng that 
a regional arms control regime 
was going to be rigorously 
implemented and verified. But 
they should; now be more will- 
ing than m the past to admit 
that if it were, such a regime 
would be in their interests. 


Mr Clarke’s 


middle way 


MR KENNETH Clarke, the UK 
Health Secretary, was quick 
this week to distance himself 
from the radical health care 
reform proposals put forward 
by the right-wing No Turning 
Back group of Tory MPs. He 
rejected the notion that indi- 
viduals should be obliged to 
finance non-emergency care 
through private insurance, 
pointing out that some chronic 
conditions are uninsurable. 
But, by intensifying pressure 
on hospitals to opt oat of 
health authority control, he 
took care to preserve his own 
reputation as a radical 
reformer. 

Mr Clarke's performance was 
politically deft but many 
observers may suspect that the 
Government is attempting to 
have its cake and eat it The 
No Turning Back Group is 
nothing but honest: it wants to 
rid the country of socialised 
medicine and allow private 
markets and money to deter- 
mine the allocation of health 
care resources. The Govern- 
ment's official position is more 
opaque. It wants to break up 
the old, monolithic National 
Health Service, introduce com- 
petition. yet retain public Rind- 
ing of care and overall direc- 
tion by the Department of 
Health. It claims to want, in 
short, the best of two worlds. 

Mr Clarke's compromise is 
as much the product of politics 
as social or economic logic. 
NHS reform had been ear- 
marked as a task for a fourth 
Thatcher term; hut a wave of 
public protest following fund- 
ing cuts in 1987 resulted in a 
hasty ministerial review and 
last year's white paper. With 
an election to win ministers 
shrank from the more radical 
proposals of right-wing think- 
tanks and concentrated on the 
hybrid concept of an “internal 
market” in which health care 
contracts would be traded by 
publicly-financed health 
anthorities. The Government 
was thus able to reassure crit- 
ics that health care would 
remain Tree” to consumers. 


authority control as were “will- 
ing and able to do so.” The 
suggestion this week that all 
hospitals should aim to achieve 
self-governing status illus- 
trates the Importance now , 
attached to opting out as a 
reform strategy. 

The Government argues that 
the emphasis on opting out is a j 
logical consequence of its 
determination to raise effi- 
ciency by separating the pur- 
chase from the provision of 
health care. It wants health 
authorities to focus on the 
assessment of the health care 
needs of local people and the 


purchase of appropriate forms 
of treatment If authorities also 


of treatment If authorities also 
run hospitals, it is argued, they 
will face conflicts of interest 
they will be tempted, for exam- 
ple, unduly to favour their 
“own” hospitals. 


Opt oat 

Mr Clarke was Initially 
vague about the number of 
hospitals which would be 
expected to become self-gov- 
erning. The white paper 
merely said the Government 
would allow as many institu- 
tions to opt out of health 


Dividing functions 

Some kind of demarcation 
between purchase and provi- 
sion is likely to be beneficial 
but it is not clear that self-gov- 
erning status is essential. In 
many other spheres, such as 
the financial markets, the Gov- 
ernment is happy to allow 
institutions to cope with poten- 
tial conflicts of interest by 
erecting Chinese walls. There 
must be a suspicion that ideo- 
logical considerations are here 
gaining the upper hand. If all 
hospitals could be detached 
from the NHS hierarchy an d 
many doctors persuaded to 
accept cash budgets, the NHS 
as presently understood would 
disappear. It would be a small 
step for a future government to 
turn the self-governing hospi- j 
tals into genuinely private 
institutions and to encourage 1 
individuals to take out private i 
insurance policies with former 
NHS practitioners. 

The challenge in health care 
is to combine the different 
strengths of the public and pri- 
vate sectors. US experience 
illustrates the danger of exces- 
sive reliance on a disaggre- 
gated market system. If the 
Government is to achieve the 
right mix in the UK, it must 
move slowly and carefully. If 
opting out proves advanta- 
geous in a small number of test 
cases, it would be logical to 
extend the principle. But it 
makes no sense to advocate 
opting out as a panacea before 
its consequences can be prop- 
erly assessed. 


Peter Montagnon and Peter Riddell consider 
the conflict of laws that may result from new 
EC legislation on cross-border mergers 




U* *1^:, 


of the jjjwy— ■ would 

* 5 &raB 5 ? ssflr sxv 

Swwii* bfraiT”* it involved at least 

more than Ecn250m ^*1*. . 

SuSty- According to. 
a lawyer with Freshfielt^J^e £ 
oowitterablfi scope** - 

Sisarea, although he expects tite ... 

Commission to be pragmatic. 

Commission officials 
not expect to 

over the whole deal in such cases* •; 

jfthe Consgold/Minorco case k 

^t&ngto go by. 
involvement only to the part which 
involves the Community could have 
broader repercussions for somedeals, . 
possibly scuppering them altogethm^ . . 

*To help alleviate such problmns, 

Leon Brittan has proposed an, EC/US. : . • 
ag reement to deal with poteiitUjM. 
rates over anti-trust issues, covering 
Information gathering and exchapgBj. 
a detailed procedure for consultations • 
and even possibly an arbitration^ 
clause. The US side prefers a memo- 
randum of unders t a nd i n g rather than: 
an actual treaty, not least because-: 
»iat would involve Senate approval 
and contentious debate about 
scope of US jurisdiction. - 

This still leaves the question/- ci . 
Japan, where companies have- 
expressed worries in the past that twr- 
EC regulation might be used to (fis-: - 
criminate against them, n ot least 
because it contains a “reciprocity 
clause” allowing the Commission to 
seek a mandate to negotiate away . 
restrictions applied to EC companies 
seeking to acquire businesses in a „ 
third country market. , 

This clause does not, however, pro-. . 
vide for sanctions and the current; 
expectation is that it will be .used; 
sparin g l y jf at alL On the other ha n d, ■: 
the furore in Tokyo provoked earl i e r - 
Hiia year by Mr T. Boone P i ck e ns with 
his strategic stake in Koito Mannfao- . • 
tnHng. a car parts company with 
linfca to Toyota, shows justhow 
deep-rooted is the resistance there to 
the idea erf foreign takeovers. At some 
stage European companies facing suhr 
flar restrictions are likely topress, the- * 
■ co mmissio n hard to invoke' the reef 
procity clause. Meanwhile, member 
states wDl stni he able to dte public 
security or prudential supervision as ’■ 
grounds for blocking the Japanese 
acquisition of European concerns. 

Unlike the US government; the 

ra mmlwrirm la Tatnctant to force bflat- 
eral negotiation with Japm an what, 
are seen as internal issues such as 
competition policy. None tire less; 
says a spokesman, it has been keen 
“to get the message, across” that a. 
consistent anti-trust policy in iapan 
is an important element of interna- . . 
tional co-operation. • v- 

The pressure on Japan to adopt 
more formal policies to wards ^anti- 
trust is thus likely to grow as a result 
of the European regulation Sane Jap- 
anese nffjriwfo argue that attitudes to 
this question within Japan are begin- 
ning to change naturally as big banks 
faring back home the experience they 
have gained with merger and acquisi- 
tion business in overseas markets. 

Even so, there is little escaping the 
conclusion that the need for coopera- 
tion among governments and harmon- 
isation of rules is likely to grow if 
anti-trust enforcement Is to live up to 
its efficiency-enhancing claims in 
increasingly global markets. This 
applies not just in the Industrial 
world but also in eastern Europe and 
many developing countries where 
governments are taking a new look at 
competition policy as they privatise 
their previously heavily-protected 
state monopolies. 

Further articles on the EC Merger 
Control Regime arfS appear on the for- 
eign pages tomorrow. 


A delicate case 


of jurisdictions 


/ CROSS-BORDER N 
SALES OF COMPANIES 


Number of deads pvj i« Value $bn 

quarterly — 1 

400 ”30 

A North American 

350” #\ companies 


Number of deals f~| 

400- quarterly 

EC companies 
350“ r 


Value $bn 


200- 




^ ISO- : 


m v 

b- d 


mm 


i/i5l-io 






■■V 'fe 

fcr. <‘V 


■ 1 100-1- 


* - 5 


mm 






few 


ill 1 1 


Sep Dec Mar Jun Sep Dec Mar Jot 
8888888988809090 
Quarter and 


Sep Dee Mar Jun Sep Dec Mar Jun 

_ Quarter end 


r uling that mergers should not be 
blocked solely because the new com- 
pany controls a larger market share. 

This view was taken much further 
by the main Reagan era officials run- 
ning the Justice Department's anti- 
trust division. They were heavily 
influenced by criticisms of traditional 
anti-trust law offered by the so-called 
Chicago School, namely, that free 
markets apply the right discipline to 
serve the interests of consumers and 
what matters is not market share but 


Implementation of US 
anti-trust legislation has 
varied greatly in the 
course of the century 


ease of entry into a market. A classic 
illustration was the judgment last 
May of Judge Alex Kozinski in dis- 
missing a. case against an owner of 
cinema chains who bought up most of 
ids compe ti tors. He took the view that 
even if a firm has a huge market 
share there is no violation of the Sher- 
man Act If there is no power to 
exclude competitors. 

The Bush era has characteristically 
been marked by a more pragmatic 
approach, paying more attention to 
the spirit of the anti-trust law, though 
accepting the general shift in think- 
ing that larger mergers do not neces- 
sarily impair competition. Mr James 
Bill, the assistant attorney-general for 
anti-trust, has accepted the wide- 
spread call to extend partial protec- 
tion from anti-trust laws to joint pro- 


duction ventures between companies 
as well as joint research and develop- 
ment projects. This is intended to 
assist in making US companies more 
competitive internationally. 

But the importance of this shift 
should not be exaggerated. The law 
has to be interpreted by the Judiciary 
and judges now favour a limited role 
for anti-trust intervention. 

The other constraint - of direct 
relevance to the EC - is what hap- 
pens at a state level. In contrast with, 
the non-interventionist approach of 
the Reagan Justice Department, state 
authorities have become more active, 
issuing their own merger guidelines 
and taking on several vertical 
restraint cases. This has led to 
increasing conflict which Mr Rill has 
sought to defuse by consultation to 
create a uniform national merger pol- 
icy. However, the scope for confusion 
has been increased by a Supreme 
Court decision last April allowing 
individual states to contest mergers 
in the courts, even when they have 
not been challenged by the Justice 
Department or the Federal Trade 
Commission. The EC’s jurisdiction 
based on threshold may avoid some, 
though not all, of these problems. 

Moreover, a number of state legisla- 
tures, notably Delaware, Pennsylva- 
nia and Massachusetts, have 
approved laws which impose restric- 
tions on hostile takeovers of local 
companies by out-of-state groups. 

Yet this danger of a multiplicity of 
state merger and anti-trust policies is 
now matched by the scope for interna- 
tional conflict. There are the ever- 
present proposals to impose restric- 


tions on foreign takeovers, whether 
by strengthening the Exon-Florio pro- 
visions for monitoring them, or by 
excluding ventures more than 30 per 
cent owned by foreign companies 
from the benefits of the proposed 
extension of anti-trust exemption to 
joint production ventures. 

No decisions have yet been readied 
but the policy, if implemented, would 
raise wide questions over the extra- 
territorial reach <rf US law once the 
US might find itself challenging a deal 


Pressure on Japan to 
adopt more formal 
policies will grow 
following EC regulation 


that was perfectly acceptable fax the 
territory where it had originated. As 
Mr Douglas Rosenthal, former chief of 
the Foreign Commerce -Section of the 
antitrust division of the Justice 
Department in the late 1970s and now 
a lawyer with Coudert Brothers, has 
pointed out "US anti-trust law Is not 
international law. The norms of US 
anti-trust law are not universally 
accepted elsewhere in the world.” 

Mr Rosenthal and Mr Robert lip- 
stein, also of Coudert Brothers, have 
highlighted the potential for conflict 
in, for example, last year's successful 
anti-trust challenge by Consolidated 
Gold Fields against the tender offer 
by the Mlnorco affiliate of 
Anglo-American Group, even though 
the British, EC and VS authorities 
had chosen not to intervene. In the 
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Paying for 
pollution 


Observer 


the spring. 

The weather, in fact, is only 
partly to blame. The main cul- 


■ Can anyone put a price on 
not emitting a pollutant such 
as sulphur dioxide, nitrogen 
oxides, or the so-called “green- 
boose gases”? 

Britain’s nuclear industry 
hopes to find such a way of 
convincing politicians that 
“clean" reactors should earn 
a credit when compared with 
the other electricity fuels. 

But its top men won’t say 
much about that right now. 
The reason is that the two new 
British nuclear utilities have 
been told firmly not make 
waves while the government 
is trying to get the best privati- 
sation sale possible for the fos- 
sil~fnefled companies - 
National Power and FowerGen. 

However, prospective inves- 
tors may care to learn, through 
this column, that Sweden has 
made some useful estimates 
for a pollution tax. 

Sweden faces a dilemma in 
that its political parties have 
all undertaken to get rid of 
its 12 nuclear stations by a cer- 
tain date. But they don't know 
how to do It at an acceptable 
economic price. 

Cari-Erik Wikdahi, an engi- 
neer from Stockholm, in Lon- 
don to talk at the Uranium 
Institute, has been explaining 
a new Swedish tax which has 
been devised to be levied on 
emissions. 

Shorn of all technicalities, 
if the tax were applied to fossil- 
fired power generation it 
would nearly double the cost 
of electricity to the consumer. 

Not, surprisingly, so far the 
Swedes can only summon 
enough courage to levy the 
tax on their municipal heating 
plants. 


ence. 

Labour, according to his pre- 
pared text, regarded Margaret 
Thatcher as their biggest elec- 
toral asset. The Tories thought 
it would be Neil Kinnock who 
secured them a fourth term. 
Only the Liberal Democrats 
regarded their own leader. 
Paddy Ashdown, as their elec- 
tion winner. 

It was the sort of jibe bound 
to go down well with the dele- 
gates. And indeed it did - but 
not from the lips of Wilson. 

His deputy, Alec McGjveu, 
grabbed the applause with the 
same line an hour earlier, leav- 
ing his boss no option but to 
drop it 

There were other signs that 
the two men are not working 
in perfect harmony. McGJven 
told the delegates to stop 
talking about what the party 
might do in the event of a 
hung Parliament Wilson 
promptly devoted a Chunk of 
his speech to that very same 
subject 

McGiven comes from the 
SDP, Wilson from the Liberals. 
It would be uncharitable to 
suggest that oM tensions are 
reasserting themselves. 


prits are the pilgrims them- 
selves. They nave been lining 
up with five-gallon Jerry cans. 

The rectorate also rashly 
installed IS new taps in March, 
in a bid to reduce the pilgrim’s 
waiting time. 

Lourdes does have three 
small reservoirs. But low snow- 
fell last winter left tbem only 
partly filled, and demand this 
summer has exhausted 
entirely. The trickle that 
remains is being used mainly 
to fill the grotto’s pools, so that 
sick pilgrims can bathe in the 
holy water. 

“The water's value is in its 
quality, not its quantity", the 
rectorate announced yesterday, 
urging the 5m foithful who 
visit Lourdes each year to limit 
themselves to one small bottle 
apiece. 
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"Can't we bid for the winter 
Olympics?” 


Boston ways 


Gazumped 

■ Des Wilson, the veteran 
campaign er In charge erf the 
libera l Democrats election 
strategy had prepared a neat 
attack on the Tory and Labour 
leaders for his keynote speech 
at the party’s Blackpool confer- 


■ Bruce Johnstone, one of 
America's best known money 
managers is coming to London, 
with a brief to expand the 
Sllbn international portfolio 
managed by Fidelity Interna- 
tional. the affiliate of Boston's 
Fidelity Investments. 

Johnstone, aged 49, who has 
racked up a 1409 per cent 
return since taking over the 
management of fidelity's 
$4L5tra Equity-Income Fund 
in 1972, has been a superstar 
in the fond management busi- 
ness. 

Since the start of this year, 
however, the fund has fallen 
fay 13.4 per cent. Apparently 
he wanted a change and Fidel- 
ity offered him the London 
top spot, overseeing a staff of 


50 managers and frying to 
drum up more non-US busi- 
ness. 

Colleagues say the New jer- 
sey-bora Johnstone is a Har- 
vard through and 
through. 

Described as an easy-going 
New Englander, with a strong 
sense of civic duty and a pen- 
chant for conservative Brooks 
Brothers attire, he plans to 
spend only three days a week 
in London. 

He will commute back and 
forth across the Atlantic to 
be with his family in the leafy 
Boston suburb of Needham. 

Johnstone’s goal is to create 
the same kind of money man- 
agement environment in Lon- 
don as exists in Boston, where 
Fidelity manages SllTbn of 
assets in the US. 


Numbers game 

■ The European Bank for 
Reconstruction and Develop- 
ment, the financial institution 
which aims to help eastern 
Europe's ailing economy, Is 
recruiting a team and is in the 
midst of preparing for the for- 
mal start of Its operations in 
March. 

It has a temporary office in 
the City of London and is 
starting to recruit staff. But 
perhaps the bank is worried 
about the flood of calls for 
funds which might follow if 
it publicised its existence too 
strongly. 

Don't try asking directory 
inquiries for the bank's phone 
number. It is ex-directory. 
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Revalued 


Holy trickle 


■ One of the mare unexpected 
victims of the drought that 
has hit many parts of France 
this year Is the sanctuary at 
Lourdes, where the rectorate 
has bad to introduce rationing 
to eke out the holy water from 


' m Fiona Archer, one of the 
mining team at the Ord Min- 
nett financial services group, 
comments in her daily report 
to clients; “If Melbourne bad 
won the Olympic Games, per- 
haps the foreign Investor who 
was recently asked 'What is 
the capital of Victoria?* would 
have replied differently, 

“His answer was 2 cents". 


Am Graben 28 in Wien 
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T he many column inches 
in the press which have 
suggested that the 
unanceLlor should seek to 
sedate the economy without 
pushing it into depression, are 
being misdirected; in the 
absence of other policies, creat- 
ing a depression - with all Us 
waste of potential output and 
social injustice - is the only 
policy likely to be effective in 
checking the inflationary spi- 
“ a quotation from 
Sir Charles Carter, the presi- 
dent of The Policy Studies 
Institute * Or in simpler forms: 
you can't make a omelette 
without breaking eggs. 

. Sir Charles’s remarks are 
infinitely preferable to the 
masses or wishful thinking on 
both sides of the Atlantic sug- 
gesting that our rulers can 
keep the economy on some 
desired real growth track by 
reducing interest rates without 
inflation spiralling out of con- 
trol. But they are still not quite 
on the mark. 

. The pain from reducing 
inflation arises from two fac- 
tors. There are the deficiencies 
and rigidities of the wage-Qx- 
mg process, together with the 
uncertainties of the messages 
sent by government. As a 
result output and jobs have to 
suffer before inflation starts to 
decline. But this pain, like that 
inflicted by an old-fashioned 
dentist, is an unpleasant side 
effect, not part of the cure. 

There is another kind of pain 
which is due to distorted real 
developments during the 
boom, such as unwise invest- 
ments by the banks, bloated 
property speculation and so on. 
These distortions have to be 
unwound and would cause dis- 
comfort in any case. They are 

The US is the 
country least 
inclined to stick to 
a policy of not 
accommodating 
inflationary shocks 

greater in the OS than in the 
UK, where the by-products of 
disinflation are the most 
important source of grief. 

There is indeed no longer 
any point in forecasting a Brit- 
ish recession, as one has 
already begun and looks like 
being quite sharp in the 
remainder of this year and the 
first few months of next There 
could be a pause in the flow of 
bearish news tomorrow, if the 
national income figures show a 
recovery in the rate of growth 
of real Gross Domestic Product 
in the second quarter of 1990. 
Bnt this is to read an 
out-of-date Bradshaw. The 
more imm ediate and for- 


Economic viewpoint 

Disastrous cures 
for recession 


ward-looking indicators sug- 
gest badly depressed business. 

Every day there are reports 
of lower profits and bad debts. 
The rates of growth of all vari- 
eties of money a nd credit have 
come down with a bang. The 
rise in sterling since the turn 
of the year - desirable for 
conn ter- inflationary reasons - 
is putting pressure ou margins 
and liquidity. 

If a striking recession Indica- 
tor is required, we only have to 
look at the unemployment fig- 
ures, which have been rising 
by every- increasing amounts 
for five months in succession; 
and remember that these usu- 
ally lag behind other data. 
Construction orders in the last 
quarter have fallen by double 
digit percentages. 

Nevertheless. I am more wor- 
ried by the supposed cures for 
recession than the recession 
itself. It will not be long before 
political pressures to reduce 
British interest rates - and 
certainly to avoid following 
Japanese or European rates 
upwards - become irresistible. 

Inside the Exchange Rate 
Mechanism (ERM), the Chan- 
cellor, Mr John Major, may 
have some scope for moderate 
and carefully timed reductions 
while staying within the entry 
band. Outside the ERM it will 
just look as if he has been pan- 
icked into abandoning the fight 
against inflation; and sterling 
and inflationary expectations 
can he expected to react 
accordingly. 

But he has very little time 
before the hotting up of the 
Middle East gives the Prime 
Minister an excuse to resurrect 
her veto - a prospect which 
the Treasury does not seem to 
take seriously enough. It Is 
time, if not to bury the Madrid 
conditions, then to transform 
them beyond recognition. 
Above all, the Chancellor 
should stop worrying about 
backbenchers. They are crea- 
tures who respond to a lead, 
but rarely give one themselves. 

The reason why it would be 
folly for the Chancellor to 
relax very much inside the 
EMS - or at all outside it - is 
that the inflation indicators 
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are still pointing upwards. 
Even excluding poll tax and 
mortgage interest distortions 
the August Retail Prices Index 
was 7 Si per cent higher than a 
year ago - an increase of 0.9 
percentage points on July, of 
which only a half can be 
explained away by oil and 
erratic seasonal foodstuffs. The 
latest rise in oil prices could 
make the September RPI 
almost as much of a «hnrk as 
the August one. 

If the inflation constraint 
throws a spanner into plans for 
a 1991 election, tough luck. 
City economists have no busi- 
ness to tell the Chancellor that 
he must cut interest rates now 
for a 1991 election. An election 


is not due until the summer of 
1992. The politicians can be 
relied upon to give more than 
adequate attention to electoral 
factors, without prompting 
from commentators who are 
supposed to tell it like it is. 

Meanwhile, the brat state- 
ment about the correct way to 
react to oil price increases has 
come from the Reserve Bank of 
New flea land , in spite of all the 
political and economic turmoil 
in that country. Hie Bank says 
that a one-off increase in the 
price level should be allowed. 
But policy has to be kept suffi- 
ciently firm “to prevent any 
resurgence in inflationary 
expectations or any passing 
throngh into higher wages 


Increases" so that the underly- 
ing trend to lower inflation 
persists. By giving notice of its 
intention of sticking to its pol- 
icy guidelines the Reserve 
Bank hopes to reduce the like- 
lihood of employers and unions 
pricing themselves out of jobs 
and into bankruptcies. 

There is another way of put- 
ting it. The Group of Seven 
main industrial countries have 
by luck or good management 
managed to keep the growth of 
nominal demand on an erratic 
but slightly downward sloping 
path over the past decade. The 
vital need Is to try to stick to 
this path and accept that in the 
next few quarters more of this 
demand will represent price 
increases and less real growth 
than we would like. 

The government least 
inclined to stick to an interna- 
tional policy of not accommo- 
dating inflationary shocks is 
the US. It is the last remaining 
unreconatructedly Keynesian 
country of any size, whose rul- 
ers have the hubris to suppose 
that they can maintain real 
growth quarter after quarter 
without interruption. This 
belief is held among the 
so-called conservative Republi- 
cans even more than among 
Democrats. Those who want to 
stick to a stable financial 
framework have long been 
pushed aside as disciples of an 
“old-lime religion" who no lon- 
ger know how to win elections 
for the Republicans; as usual, 
the politicians ore egged on by 
short-sighted economists. 

Worst of all is the doctrine of 
dollar depreciation as a solu- 
tion for all problems - which 
the Fed is less able to resist 
than domestic stimulation. 
Many in the US flnanriai pol- 
icy communities see a lower 
dollar as the clue both to 
avoiding recession and to tack- 
ling the so-called balance of 
payments problem - even 
though the dollar has more 
than halved against the Mark 
and the yen since 1970, and the 
decline has been accompanied 
by rising inflation, budget and 
payments deficits and unin- 
spired productivity. 

This is quite apart from the 
beggar my neighbour aspects 
which irritate other countries 
and impede trade negotiations. 
While the rise in sterling 
against the D-Mark can be jus- 
tified on purchasing power par- 
ity grounds, the rise against 
the dollar is Inflicting more 
pain for less good reason. The 
EC and Japan may have to 
consider forming their own 
zone of monetary and price sta- 
bility, until the US has learned 
the futility of an ever-falling 
dollar. 

* Policy Studies, Autumn 1390, 
100 Perk Village East, London 
NW1RSR 


Book review 


Back in Bennland and 
the political wilderness 


S unday 25 May 19 SO: 
"Later I switched or the 
television and Hamlet 
was on. I have never seen it 
before - what an odd thing to 
admit at 55! But like many peo- 
ple I was forced to read it at 
school and that put me off for 
a long time. A remarkable 
play." 

We are back in Bennland, 
that mixture of naivete, fan- 
tasy, innocence and calculation 
that has been beguiling some 
of us for years. This is the 
fourth volume of Tony Benn's 
Diaries and even addicts will 
have to admit that it is a bit of 
a hiatus. The reason is that 
although still in the Cabinet - 
he has been demoted to Secre- 
tary of State for Energy - Mr 
Benn has been effectively 
removed from power. The 
meetings of the key Cabinet 
Committees take place without 
him. Decisions are taken over 
his head - “I have to read the 
newspapers," he tells Prune 
Minister Jim Callaghan, "to 
know what is happening.” And 
Mr Benn is not yet in the posi- 
tion of seeking to lea d on alter- 
native Labour Party. As one of 
his colleagues remarked at the 
time, it was the British equiva- 
lent of being sent to run a 
power station in Mongolia. 

Yet the times were interest- 
ing. Those were the years of a 
precarious Labour govern- 
ment, the Lib-Lab Pact, the pay' 
policy, the botched attempt at 
devolution, the winter of dis- 
content. furious arguments 
over direct elections to the 
European Parliament and the 
beginnings of the debate about 
the British role in the Euro- 
pean Monetary System. It all 
ended with the Conservative 
victory in May 1979, something 
which the now Lord Callaghan 
had plainly come to regard as 
almost inevitable. 

Mr Benn writes in the fore- 
word to this volume that 
“many of the principles and 
policies of the Labour govern- 
ment ... suggest that ‘That- 
cherism’ had become the phi- 
losophy of the British 
establishment long before Mar- 
garet Thatcher became Prime 
Minister, and had paved the 
way for the intellectual domi- 
nance of right-wing ideas 
throughout the Eighties.” 

Leave aside the hazy notion 
of the establishment, and the 
conspiracy theory that seems 
to lie behind much of Benn’s 


CONFLICTS OF 
INTEREST: 

DIARIES 1977-80 
By Tony Benn 

Hutchinson, £20. 6 7 S pages 

thinking. Ignore, too, the way 
he overlooks the possibility 
that opinion may have 
changed because existing poli- 
cies were seen not to be work- 
ing and gave too much power 
to the unions. Mr Benn never 
had much merit as a thinker. 
He wanted to give the unions 
even more power. His virtue 
lies in recording what hap- 
pened as he saw it. 

He was plainly not much 
good at running a department. 
Mr Benn thinks that “if the 
Cabinet pursued the right pol- 
icy. permanent secretaries 
wouldn't matter." The trouble 
was that the Cabinet was not 
pursuing the right policy from 
his point of view, and the offi- 
cials at the Department of 
Energy pursued policies of 
their own in line, he reckons, 
with the “industrial/political 
complex". His relations with 
his Permanent Secretary, Sir 
Jack Rampton, were practi- 
cally non-existent. “He is so 
remote from me that it's very 
difficult to do more than just 
nod at him,” Mr Benn records. 
“He’s completely given up try- 
ing to control me; be just pur- 
sues his own policy unless 1 
stop him .'* 

In one of the spectacular 
misjudgements in which he 
specialises, Mr Benn writes: “1 
yearned for the day when 
Arthur (Scargill) is President 
of the NUM." There are other 
views not borne out by facta. 
For example, he says of the 
Falklands in 1977: “The plain 
truth is that if the Argentines 
wished to attack the Falkland 
Islands they could easily crush 
them.” He describes Sir Crispin 
Tickell, Britain’s former Per- 
manent Representative at the 
United Nations as “a real dead- 
beat right-wing Foreign Office 
man.” Sir Crispin is widely 
credited as the man who 
helped turn Mrs Thatcher 
green. 

Mr Benn goes to a meeting of 
small businessmen In his Bris- 
tol constituency expecting 
them all to be “National Front 
people". He admits his surprise 
when be finds they are not; he 
is delighted, however, to find 


that their leader “hates the 
Common Market and had been 
Labour all his life." For the 
record, Mr Benn notes that 
Prince Charles looks like a tai- 
lor's dummy. "1 shiver at the 
thought that that man will one 
day be King." 

Still, it is the diarist's right 
to be wrong in his Judgements. 
It would be a much more seri- 
ous matter if he were inaccu- 
rate in his descriptions. Here 
Mr Benn can once again be 
acquitted. He does not add 
hindsight, nor attempt to cover 
his tracks. There are often 
items which are much more 
interesting now than they were 
at the time. For instance. Sir 
Michael Palliser, then bead of 
the Diplomatic Service, is 
recorded as saying in 1978 that 
Britain must come to terms 
with Europe because Germany 
will be re-united within 20 
years. Sir Michael was cut by 
nearly a decade; most others 
were out by much more than 
that. 

Here, too, is an interesting 
snippet from Mr Neil Kinnock 
in the same year. “He believed 
that 'Emperor Jim (Callaghan) 
with his quiet-life policy' was 
right for the party and that 
this would be much more com- 
forting than Thatcher's divi- 
siveness. We couldn’t defeat 
right-wing populism, and his 
recommendations were so mod- 
est that they might have 
emerged from a latter-day Lib- 
eral.’’ 

There is much, much more. 
It is just that Mr Benn was 
going through a rather lonely 
period. Thus the entire 
recorded entry for November 
29 1977 runs simply: “After 
lunch Brian Sedgemore and I 
went for a walk round with 
Dennis Skinner. I have a lot of 
time for Dennis.” 

Labour lost the election. 
These Diaries almost end with 
Mr Benn planning his search 
for real power. “1 have the free- 
dom now to speak my mind, 
and this is probably the begin- 
ning of the most creative 
period of my life. I am one of 
the few ex-ministers who 
enjoys opposition and I intend 
to take foil advantage of it” 
There were misjudgements 
there, too, but for his Diaries 
he can be forgiven an awful 
lot There is more to come. 

Malcolm Rutherford 


• S.’-' 




force 


Retention of a British-manned merchant fleet 


From Sir Jeffrey Sterling. 

Sir, It is a pity that your 
editorial comment about Brit- 
ish Shipping (“Shipping’s call 
for a lifeboat,” September 17) 
was written before the publica- 
tion of the report of the Joint 
Govemment/Shipping Industry 
Working Party. As a result, 
you could not have foreseen 
the central conclusion of that 
report that “British shipping is 
a vital national asset" 

The working party was 
drawn from the Department of 
Transport, the General Council 
of British Shipping, the For- 
eign Office, the Ministry of 
Defence, the Department of 
Trade and Industry and (as 


observers) the Treasury, and 
was jointly chaired by myself 
and Mr Cecil Parkinson. It was 
set up to produce an agreed 
factual account of the position 
of the British shipping indus- 
try domestically and interna- 
tionally. 

Your editorial was based on 
the premise that we are mak- 
ing a “special plea for state 
aid." Nothing could be further 
from the truth. The industry is 
seeking deregulation and flexi- 
bility. Given these, the 
improved competitiveness of 
our shipping in world markets 
will lead to wealth creation for 
the UK and increased revenues 
for the Exchequer. We seek an 


environment in which commer- 
cial success will encourage 
capital investment. 

Your editorial's concern with 
removing the aids given by 
other governments to their 
shipping industries simply 
ignores the real world. The 
report says that “in an ideal 
world government support for 
shipping would be reduced if 
not eliminated and all markets 
made open to free and fair 
competition," but concludes, 
“the elimination of aid to ship- 
ping is unlikely to be achieved 
in practice in the near future." 

The central question for the 
country and the Government is 
whether or not we wish to 


retain a British-flagged and 
British- manned fleet which 
can trade profitably in world 
markets and be available for 
the defence of the nation. This 
decision must rest with the 
Government - it is an impor- 
tant national issue. 

The world is a complicated 
place in which practical people 
have to do the best they can. I 
would have hoped to see some 
recognition of this complexity 
in your analysis of the ship- 
ping industry’s position. 

Jeffrey Sterling, 

President. 

General Council of British 
Shipping, 

30-32 St Mary Axe, EC3 


Shipping important for the health of maritime-related industries 


From Sir Frederic Bolton, Sir 
Ian Denholm, the Earl of Limer- 
ick and others. 

Sir, Your editorial comment 
("Shipping's call for a life- 
boat”) casts doubt on the 
importance of a British ship- 
ping industry to London’s role 
as a maritime centre. Matters 
of this kind are rarely suscepti- 
ble to prod 

However, it may help your 
readers to know that, in our 
informed view, the continued 
existence of a British shipping 
industry is of vital importance 
for the continued health of the 
many maritime-related indus- 
tries and activities in the 
United Kingdom. 

Frederic Bolton (president, UK 


Centre for Maritime Policy 
Studies), Richard Botwood 
(director-general, Chartered 
Institute of Transport), William 
Cameron (president, Institute 
of Chartered Shipbrokers), 
Paul Coni on, (president. Char- 
tered Institute of Transport), 
Barry Cork, (chairman, British 
Offshore Supply Vessels Asso- 
ciation). Ewan Coriett (chair- 
man, Burness Coriett Group), 
James Davis (chairman. 
Marine Society), Jeremy Daniel 
(chair m an. The Standby Ship 
Operators Association), Ian 
Denholm (president-designate, 
Baltic & International Mari- 
time Council), Malcolm Edge 
(Deputy Master, Trinity 
House), Bruce Farthing (con- 


sultant director, International 
Association of Dry Cargo shi- 
powners), Walter Harfleld 
(president, British Marine 
Equipment Council), Colm 
Harris (chairman of the Inter- 
national Group of P&I Clubs), 
Leonard Holder (senior 
vice-president. The Nautical 
Institute), John Hutchison 
(deputy chairman, Lloyd's Reg- 
ister of Shipping), Alec 
Kwgflnfads (president. The Lon- 
don Maritime Arbitrators Asso- 
ciation), Derek Langham 
(director-general. The Institute 
of Export), David Lap thorn 
(chairman, British Motor Ship 
Owners Association). Peter Le 
Cheminant (director-general. 
General Council of British 


Shinning). Limerick (chairman. 
British Invisible Exports Coun- 
cil), Eric Mackie (president. 
Shipbuilders & Shiprepairers’ 
Association), Marshall Meek 
(president. Hie Royal Institu- 
tion of Naval Architects), Step- 
hen Merrett (senior member of 
the Council of Lloyd’s of Lon- 
don), Raymond Newbury (Mas- 
ter, The Honourable Company 
of Master Mariners), David Rid- 
dle (chairman, British Tugown- 
ers Association), Peter Rigby 
(chairman, Policy & Resources 
Committee, Corporation of 
London), Paul Vogt (chairman. 
The Baltic Exchange), Brian 
Wheeler (chairman, National 
Waterways Transport Associa- 
tion) 


Crime prevention and the UN stamps Airline entry 

EVntn Clumafto 


From Ms Margaret Anstee. 

Sir, Observer’s story on 
reported anger in the European 
Parliament over new United 
Nations crime stamps 
(“Stamped on," September 14) 
caused much surprise and 
some dismay. 

The UN Postal Administra- 
tion Hag issued a statement 
expressing regret that one of 
the six stamps in the new 
crime prevention series is 
being viewed by some as 
anti-Semitic and stresses that 
it is absurd to assume that this 
was an yone's intent. The 
“naive" caricature of three 
19th-century robber barons in 
top hats carrying off bags of 
loot which was selected by an 
international panel was specifi- 
cally chosen so that no particu- 
lar racial or ethnic group 
would be identified. 


Some might argue that the 
stamp, clearly depicting 19th- 
century criminals, is perhaps 
not the most apposite reminder 
of the transnational dimen- 
sions of crime today. But to 
deduce that it represents ortho- 
dox Jews and is likely to cause 
offence to millions of Jewish 
people all over the world 
entails a great leap of imagina- 
tion and even misrepresenta- 
tion. 

Indeed, Observer queries 
whether millions of people any- 
where even know that the UN 
Issues postage stamps. In fact, 
some 50m are sold every year. 
But my concern is rather 
whether millions of people are 
aware, as they should be, that 
the stamps were issued to 
marie the Eighth UN Congress 
on the Prevention of Crime and 
the Treatment of Offenders. 


held in Havana, Cuba from 
August 27 to September 7. 

This event was attended by 
127 member states, many at 
minis terial level, and adopted 
by consensus many new and 
important international instru- 
ments, guidelines and model 
treaties strengthening the 
international fight against 
crime. These deal with trans- 
national organised crime, 
international drug trafficking 
and money laundering, corrup- 
tion and terrorism as well as 
matters of direct impo rtan ce to 
ordinary people everywhere 
such as alternatives to impris- 
onment, prevention and treat- 
ment of juvenile delinquency 
and domestic violence. 
Margaret Joan Anstee, 
Director-General. 

United Nations Office. 

Vienna 


From Mr Patrick Shooetom. 

Sir, A vital issue which your 
editorial comment (“Entry bar- 
riers for airlines,” September 
18) did not mention is the con- 
tinuing faefr of application of 
Articles 52 et seq (Right of 
Establishment) of the Treaty of 
Rome to the airline business. 

The European Commission 
and Community members are 
working on the problem but j 
there seems no early likelihood j 
of a genuine right of establish- i 
meat in aviation. So British 
airlines have to enter into 
minority partnerships with air- 
lines abroad to increase their 
share of the action; vice versa 
foreign airlines in Britain. The 
sooner Chapter 2 of Title HI of 
the treaty becomes a reality hi 
aviation the better. 

Patrick Shovelton, 

63 London Road, 

Tunbridge Wells, Kent 
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GLASGOW. Why didn't you 
think of it before? This is 
the city rapidly establishing 
itself as one of Europe's 
prime relocation and expan- 
sion choices. Here, you'll 
discover the offices you're 
looking for at reasonable 
cost. You'll find the finest 
local recruitment market in 
the UK - without turnover 
problems. The quality of life 
for your relocated executives 
couldn't be better than in 
1990's European City of 
Culture. We can offer pack- 
ages of financial and training 
assistance to rival anything 
in the UK. And we have the 
country’s most comprehen- 
sive domestic air transport 
service, with London only an 
hour away (30 flights a day) 
and now direct flights to 
North America as well as 
other European business 
centres such as Paris, 
Amsterdam and Brussels. To 
effectively meet the needs 
of your relocation or ex- 
pansion project, we need to 
talk to you. Contact David 
Macdonald, Director of 
Glasgow Action on 041-204 
0077. Do it now. Seize the 
element of surprise. 


L. 

SURPRISING 


GSasgow Action 
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IRA attack may prompt UK security review 


By Jhnmy Bums and John Mason in London, Kteran Cooke in Dublin and Wo Dawnay in Budapest 


A WIDE-RANGING overhaul of 
security safeguards against 
IRA (Irish Republican Army) 
attacks on- mainland Britain 
looks likely to be ordered by 
the UK Government 

The move comes amid indi- 
cations that an assassination 
attempt on Tuesday night 
against Sir Peter Terry, the for- 
mer Gibraltar Governor, has 
exposed serious weaknesses in 
the counter-terrorist 
operations of Britain’s security 
forces. 

Mrs Margaret Thatcher, 
Britain’s Prime Minister, yes- 
terday interrupted an official 
two-day visit to Hungary to 
comment on the growing num- 
ber of IRA attacks on the Brit- 
ish mainland. 

"The number of things that 
are happening now makes it 
important that we look once 
again to see if there is any- 
thing farther we can do to step 
up our security and defence 
against this guerrilla warfare,” 
she said. 

The IRA renewed its main- 
land campaign, after a three 
year interlude, in August 1988 
with a bomb attack on Inglis 
barracks postal depot in Mill 
HflL north London. 

Since then, 3S1 people have 
been detained on the British 
mainland in connection with 
Northern Ireland terrorism, 
according to Home Office fig- 
ures. Of these, only 16 have 
been charged and the police 
have failed to break up the IRA 
cells believed to be at large on 
the wwinlanil 

Security experts bemoan the 
fact that IRA operatives have 
been picked up less as a result 
of intelligence and organisa- 
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lion than of luck. 

Security experts point to the 
logistical impossibility of pro- 
tecting the hundreds of build- 
ings and people that the IRA 
consider as legitimate "soft tar- 
gets." 

However, the Prime Minister 
said she wanted closer 
co-operation from the Republic 
of Ireland in tracking down 
IRA suspects and their bombs 
and weapons, although Duhlin 
last night indicated its reluc- 
tance to react to *hfa as veiled 
criticism. 

The Government is also 
likely to consider widening 
powers of arrest and detention. 


under the prevention of terror- 
ism legislation and organising 
additional protection for poten- 
tial targets. 

It may also have to look at 
how the various sections of the 
security forces can co-ordinate 
more effectively in intelligence 
gathering, according to some 
security experts. 

Sir Peter was yesterday 
recovering in an intensive care 
unit of Stafford District Gen- 
eral Hospital, in the West Mid- 
lands, after being w* by auto- 
matic fire by an IRA gunman 
at his home on Tuesday night. 
On Monday a sergeant was 
shot outside an Army careers 


office in Finchley, north Lon- 
don. 

Downing Street rejected any 
suggestion that Mrs Thatcher's 
references to “guerrillas" 
amounted to an ad miration that 
the UK was fighting a war 
against the IRA. 

The IRA, which yesterday 
claimed responsibility for the 
shooting, has long sought such 
an admission to legitimise 
their campaign. 

Downing Street said Mrs 
Thatcher was stating only 
what the IRA believed - that 
tt was acting under the rules of 
war. The British Government 
responded to acts of terrorism 


under the normal law of the 
land. 

However, a Ministry of 
Defence security adviser 
suggested that morale in secu- 
rity forces on the mainland 
was running very low because 
of the apparent lack of succees 
in curbing the IRA mainlan d 
campaign. 

"Things are looking 

extremely gloomy,” he said. 

The attack on Sir Peter was 
the 19th incident involving the 
IRA on the British mainland 
since the bomb attack at the 
Royal Marine School of Music 
in Deal last September. 

Sir Peter's home, where he 
was shot and wounded, Is 
listed in this year's Who's 
Who. Despite having been 
known to the IRA as the man 
who authorised the SAS kill- 
ings of three IRA terrorists in 
Gibraltar in 1988, no special 
security surrounded his Mid- 
lands home. 

Sinn Fein, the IRA's political 
wing, said last night that Tues- 
day’s shooting bad “strength- 
ened the IRA's claim that they 
can and will strike at the heart 
of the British establishment.” 

Separately, the IRA issued a 
characteristic warning that its 
(aiflpaign against military and 
political targets would con- 
tinue until British troops had 
withdrawn from Northern 
Ireland. 

The statement said: “Those 
responsible for this (British) 
involvement or for the murder- 
ous policies which flow from it 
must learn that for as long as 
the British Government per- 
sists In its illegal and illogical 
claim to Ireland they too will' 
pay a heavy price." 


Major launches plan to aid debtor nations 


By Peter Norman in Port of Spain, Trinidad 


MR John Major, the British 
Chancellor, yesterday 
announced a four-point plan to 
ease the debt burden of the 
poorest, most heavily indebted 
developing countries. 

Addressing the Common- 
wealth Finance Ministers’ 
meeting, he proposed that cred- 
itor countries should double 
their official debt write-offs 
and agree more generous 
rescheduling terms for the 
debtor nations involved. 

The developing countries 
targeted in the Chancellor’s 
proposals are mainly in sub-Sa- 
haran Africa and qualify for 
existing special debt relief con- 
ditions, known as the “Toronto 
Terms.” 

These are based on plans put 
forward by Mr Nigel Lawson, 
the previous Chancellor, three 
years ago, which were agreed 
by the world’s leading indus- 


trial countries at their 1988 
economic summit in Toronto. 

Mr Major told the Financial 
Times that the Toronto Terms 
had turned out to be insuffi- 
cient to deal with the debtors’ 
problems. Despite the conces- 
sions, countries were experien- 
cing an increased debt over- 
hang and were being 
discouraged from reforming 
their economies. 

His proposed "Trinidad 
Terms" could mean that 
$18 ^bn would he cut from the 
$27.5bn stock of official debt of 
the 19 countries which already 
qualify for Toronto Terms. The 
improved rescheduling propos- 
als would also give the debtor 
countries cash flow benefits 
worth abont $2.7bn in their 
first year compared with a nor- 
mal rescheduling, and benefits 
of $1-Sbn compared with the 
Toronto Terms. 


The potential cost to Britain 
of the increased debt would be 
£476m (5881m). the Chancellor 
said. The cash-flow benefits 
could cost the Treasury up to 
£72m in addition. 

In detail, the Chancellor pro- 
posed that: 

• Industrialised creditor 
nations should in future 
reduce the burden of resched- 
uled debt for debtor countries 
by two-thirds, instead of one- 
third under the Toronto Terms. 
This should take the form of a 
debt write-down, so reducing 
the debtor countries’ Interest 
burden and debt overhang. 

• The Paris Club of creditor 
nations should tackle the total 


stock of debt of an eligible 
t>nsfde 


country when it considers 
rescheduling its debt. At pres- 
ent the creditors reschedule 
one tranche at a time, limiting 
cash flow benefits. 


• A debtor’s interest pay- 
ments should be capitalised for 
the first five years of a resched- 
uling and debt repayment 
should be linkrai to the debtor 
nation’s export capability. 

• The repayment period of 
rescheduling packages where 
interest rates are cut below 
market level should be 
extended to 25 years, from 14 
under the Toronto Terms. 

Mr Major said the proposed 
Trinidad Terms would have to 
be adopted by all the major 
industrialised countries to taka 
effect 

He said that other poor 
debtor nations might qualify 
for the planned relief provided 
they introduced effective eco- 
nomic reform measures under 
the auspices of the Interna- 
tional Monetary Fund. 
Background to the Trinidad 
Terms, Page 4 


Japanese 
banks seek 
fresh loans 


Continued from page 1 


The life insurance companies 
are providing the largest 
chunk of these loans - an esti- 
mated Y800bn. The amount 
being advanced by industrial 
companies is not known. 

Such loans are attractive to 
lenders because their yields 
are above the Japanese 
long-term prime rate of S.5 per 
cent. 

This is expensive for banks, 
but bankers feel they have lit- 
tle choice. The 40 per cent 
plunge in the Japanese stock 
market has made it virtually 
impossible for banks to issue 
new equity - the cheapest 
way of raising capitaL 

It has also reduced the value 
at the banks’ unrealised gains 
on stock holdings, gains which 
banks are permitted to take 
into account when calculating 
their capital under BIS rules. 
BIS regulations do allow subor- 
dinated debt to be regarded as 
capitaL 

Even though the BIS rules 
do not come into force for 
another 18 months, bankers 
feel they have to aim to reach 
the standard now because 
credit rating agencies are 
watching their capital posi- 
tions carefully. 

Banks with low capital ratios 
are being marked down by the 
credit agencies. 

Immediately after the latest 
plunge in the Japanese stock 
market - which followed 
Iraq’s invasion of Kuwait 
only two or three of the lead- 
ing 12 commercial banks met 
the BIS standard of holding 
capital worth 8 per cent of 
assets. By the end of this 
month, a few others will have 
made the grade. 


Action urged to halt decline in 
British merchant shipping fleet 


By Charles Leadbeater, Industrial Editor, in London 


A FURTHER decline in the 
shrunken British-registered 
merchant shipping fleet is in 
prospect unless action is taken 
to arrest its long-term decline, 
according to an unprecedented 
joint report issued yesterday 
by the industry and the 
Department of Transport. 

The report warns that the 
level of investment in the UK- 
registered fleet, which is about 
a tenth of its sire a decade ago, 
will not even maintain the 
fleet's reduced capacity. 

The report is one of the few 
cases in recent years in which 
a government department has 
publicly worked with an indus- 
try to examine the outlook for 
its sector. It was produced by a 
joint working party involving 
the General Council of British 
Shipping, the Department of 
Transport and five other gov- 
ernment departments. 

Despite the joint approach to 
develop a consensus on the 
industry’s prospects. Mr Cecil 

Parkinson, Transport Secre- 
tary. rejected suggestions that 


it represented a partial return 
to the corporatist style indus- 
trial policies the Government 
had consistently criticised and 
said the Government’s rule in 
any strategy for revival would 
be strictly limited. 

Although the report high- 
lights the government subsi- 
dies widely available to ship- 
owners in other European 
states, it makes no mention of 
the industry's main demand 
for tax relief to encourage 
investment in new ships. 

Sir Jeffrey Sterling, chair- 
man of Peninsular & Orient 
Steam Navigation and presi- 
dent of the General Council of 
British Shipping, will shortly 
present Mr John Major, the 
Chancellor of the Exchequer, 
with the industry’s case for tax 
concessions. 

The joint approach between 
the industry and the depart- 
ment is largely the result of Sir 
Jeffrey’s determination and 
political connections among 
the higher echelons of the Gov- 
ernment. 


The report recommends a 
wide-ranging set of measures, 
including an extensive pro- 
gramme to improve training, 
which would involve the indus- 
try setting ann ual tr aining tar- 
gets, the streamlining of regis- 
tration procedures and greater 
flexibility in UK regulations to 
make Britain more attractive 
for shipping investment. 

Without such measures, the 
British-based industry will not 
be able to take advantage of a 
forecast upturn in demand for 
shipping in the next decade. 
The report suggests that world- 
wide about 300m deadweight 
tonnes of shipping, worth 
$ 200 bn, will need to be replaced 
in the next decade. 

The UK-registered fleet 
amounts to just 4.5m tonnes, 
after a decade in which many 
UK shipowners registered ves- 
sels under foreign flags to 
employ low wage crews from 
developing countries, eastern 
Europe and China. 

Still waters nm deep, Page 10; 

Letters, Page 15 


Pohl remarks on inflation upset pound 


Continued from Page 1 
Pohl appeared to refer more to 
the long-term goal of complete 
European monetary union 
rather than the EMS. However, 
the EMS is a stage the Bundes- 
bank has said that all EC 
states would have to pass 
through on the road to EMU. 

After Mr Pohl's comments, 
the pound fell quickly in Lon- 
don and felled to recover. It 


closed at $1.8850 against the 
dollar and against the German 


currency dropped by more 
than 1 pfennig to DM2L9550. 

Elaborating on his com- 
ments about European Mone- 
tary Union, Mr Pfihl said that 
the Bundesbank had sent a tet- 
ter to Chancellor Helmut Kohl 
and other ministers last week 
setting out the bank's condi- 
tions on the question. 

In a paper setting out its 
arguments, the Bundesbank 
referred to the success of the 
European Monetary System in 


combatting infla tion among 
EMS member countries. 

But it added: “Throughout 
the EC, however, deep-seated 
divergences still remain, and 
in part are actually widening 
again.” 

These were reflected in 
costs, prices, budget deficits, 
and massive external imbal- 
ances. These divergences were 
especially pronounced in the 
case of Britain, Portugal, and 
Greece. 


Thailand 
approves BT 
telephone 
upgrade bid 


By Paul Taylor, Asia 
Business Correspondent, 
in Bangkok 


BRITISH TELECOM and a Thai 
partner are to upgrade Thai- 
land’s telephone system In a 
deal worth £3hn ($&55bn>. 

The Thai cabinet has 
approved in principle a 
BahtlSObn contract for BT and 
Charoen Pokpband Group to 
provide 3m telephone lines 
- more than doubling the exist- 
ing capacity. 

The contract is one of the big- 
gest new infrastructure projects 
In the country and the region. 
The contract is the country’s, 
and <me of the region’s, biggest 
new infrastructure prefects, ff 
confirmed, as expected, it would 
represent a coop for CP Tele- 
com, the ThatBritish joint ven- 
ture formed to bid for the deal 
CP is Ihailand’s biggest agro- 
industrial group with sales last 
year of £1.4bn. The telecommu- 
nications contract would mark 
a farther diversification for the 
rapidly expanding group while 
it could provide BT with an 
importa nt regional foothold. 

CP won cabinet backing for 
its bid against two Japanese 
rivals, Toyo Menka Kaisba and 
a consortium led by Mitsui, and 
bids from Alcatel of France and 
L. M. Ericsson of Sweden. It Is 
expected to be confirmed in 
about two months after detailed 
contract negotiations. 

In London, BT refused to 
comment os the contract, say- 
ing it had not been finalised 
and the details of its relations 
with CP Telecom were commer- 
cially confidential 
The bid for phase seven of 
Thailand’s plan to upgrade tele- 
communications covers installa- 
tion of 2m lines in Bangkok and 
a farther 1m lines in Thai prov- 
inces. Under the terms of the 
contract, Jt is understood CP 
Telecom will pay the Govern- 
ment 16 per cent of revenues 
from the Bangkok lines and 22 
per cent from the provincial 
lines over the life of the 25-year 
concession from the Telephone 
Organisation of Thailand. 

The two projects, Bangkok 
and the provinces, are due for 
implementation between 1992 
and 3996. They will Increase the 
number of telephone lines to 
5 An from 2J5m when phases 
five and six of the telecommuni- 
cations plan are finished. At 
present, there are only about 
1.2m telephone lines in Thai- 
land, a serious constraint on 
the booming economy and 
source of grievance to the rap- 
idly expanding private sector. 

Mr Montree Pongpanitch, 
Transport and Communications 
Minister, who backed the CP 
Telecom bid, was quoted yester- 
day as saying It was the most 
complete of the five tenders. 
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Housebuilding pays 
no dividends 




If any well known UK 
company needed an excuse to 
cat its dividend, Barra tt Devel- 
opments, the biggest of the 
pore housebuilders, had one. 
Full year pre-tax profits have 
fallen by 61 per cent to £30 .2m 
and look like falling another 
£!0m in the current year. Net 
debt is up sharply, interest 
cover has collapsed and. even 
after the one third cut in the 
dividend, the company may 
well have to dip into reserves if 
it wants to maintain the pay- 
out at the lower level. 

Nevertheless, it would be 
wrong to underestimate the 
shock of this move. Yester- 
day’s sharp fells in the prices 
of other exposed companies, 
like Norcros and Crest Nichol- 
son, reflect an understandable 
fear that others might pluck up 
courage and follow Barra tfs 
example. It would not be before 
time if they did; but to main- 
tain the confidence of the City, 
they would have to make a bet- 
ter case than Barrett has done:. 
There is no doubt that Baiv 
ratfs two major housebuilding 
markets, the UK and Calif- 
ornia, are in a terrible state 
and worsening. What is not 
clear is why Barra tt feels it has 
to stretch its balance sheet by 
continuing to build at its cur- 
rent rate. 

The £20m of extra costs 
needed to maintain last year's 
sales comfortably exceeded the 
annual dividend, and there 
seems tittle reason why it will 
not be repeated this year. By 
contrast, less ambitious compa- 
nies have long since battened 
down the hatches and have 
been able to reduce their bor- 
rowings rather than their divi- 
dends. The company would 
also have been far better 
advised to conserve its cash at 
home rather than gamble it an 
the fickle Californian housing 
market The £8m dividend sav- 
ing may please Barrett’s ner- 
vous bankers, but shareholders 
have seen the value of their 
company drop by £25m. The 
company doubtless assumes 
that it will not be needing a 
rights issue in the near future. 


Food Retailing 


JFT-A Index relative to ihe 
FT-A AB-Share Index 
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Tesco 

The charts say one thing, the 
fundamentals another. Teeco’s 
shares, like Sainsbury*s, have 
outrun the stock market so 
briskly since last winter that 
in usual circumstances a cor- 
rection would be looking badly 
overdue. But times are scarcely 
normal UK food retailers have 
no oil price or currency expo- 
sure, their superstore invest- 
ment programmes are paying 
off and in absolute terms 
Tesco ’s shares have gone up 
only 16 per cent since January. 


Even an a 3 per cent prospec- 
tive yield, after yesterday’s 
strong interim profits of £173tn, 
it is hard to see Tesco disap- 
pointing in the near term. 

The difficulty still is to cal- 
culate how long it can keep 
pre-tax profits growth at the 25 
per cent compound rate 
achieved since 1985. Tesco's 
own confidence is understand- 
able, given the first half rise in 
operating margins from 5.4 to 
5A per cent and the cash flow 
benefits from an £ 80 m drop in 
working capital this year. 
While Tesco can beep the effi- 
ciency coming, from building 
sew and larger stores, stream- 
lining distribution and putting 
in retail technology, this will 
continue; and since at present 
Tesco Is still 200 sites away 
from what it reckons would be 
market saturation, this is not 
an unreasonable expectation. 
And though Tesco is gobbling 
up cash now, with a £951m cap- 
hid budget this year, as the 
development p ro gramme slows 
down cash should flow in 
strongly. 

Yesterd ay ’s figures also pro- 
voke thoughts, on property. 
Tesco has been .selling and 
leasing back £20m superstores 
in southern England on yields 
of 8 per cent, while prime shop 
yields now are 6 per cent In 
these markets, retail properties 
are only for expert long-term 
investors; but one can see why 
some might venture back in. 


That would leave Wiggins 
Teape with zero gearing.^ 
look around for acquis tt fonsitfr 
say nothing of a probable boost 
to this year’s earnings :per,- 

s *D^night seem odd to TOB- 
towards the low point oFti* 

E ulp cycle. But any tr 
uyer - Scandinavian. . 
haps - will be used to i — 
wing investment through the 
cycle as a whole. More awfc* 
ward is the feet that W iggins : 
Teape, while talking of moving 
away from commodity gradag 
of paper, still turns out tern; 
quantities of a yet morebasii; 
commodity, euadypto.pufrq| 
its wholly-owned mill in Spafaf 
B is natural that a co m pa ny 
emerging from the far-fl ung 
BAT empire should tafaevrEfc': 
tie while to establish its ratio* 
nale. But it must not be so ry; 
prised if the market casts kL 
critical eye over ffctare actpdsfc 
tions. 


f.T - 
-.‘i V- 


-tViT- - : ■ 


Sterling 

White It was natural far stefcri i 
ling to dip y este rday^fttr - ]. 
response to Mr Fdfcl’s hhmte*-?:, 
ness, the reaction ghouM no| ;>v ; . 
be overdone. HisTemark thatar, -- $ 
currency with threo times Gee* . vr 
many’s inflation rate cannot^ 
live with the D-mark may 
ply have been a restatement ofy 
the obvious. The ERMwa*;- 
never a mechanism for taikit?5 
ling double-digit inflation. Sjer;^.-' 
sterling to be in a posxtibn-fu ?..-. 
join, inflation must already 
coating down through other - — 
means. If the recessionary > ■ 
tore given by the latest bo nifcTv* 
pany results is a guide, this"-, , i 
will soon be happening. If ho& t . i- 
the ERM is irrelevant. For ttei'Vl 


should be new. For 
should be a salutary reminder 
of how misguided it l y ; 

in the spring to look to'^p _ L : , 
ERM as a painless panacefcv^f i. 


Thom EMI , #§v 
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Wiggins Teape 

* Wiggins Teape Appleton’s 
announcement that it is 
looking to sell its 43 per cent 
stake in a Portuguese pulp mill 
seems rather an abrupt change 
of policy from a company 
which had talked so much of 
the joys of integration. But 
there is an obvious temptation 
to sell an asset standing on the 
books at £84m - having cost 
about half that in actual expen- 
diture - for perhaps £I50m. 


At first sight,, the sale nf^Vj. 
Thorn EMTs consumer credit ' 
badness to NatWest suggeste d 
that there realty are hidden 
treasures tucked away inside 
the company. However, .strip 
away the borrowings and the 
net benefit is probably less 
than £afon. Then again, given 
tire well-publicised difficulties 


- J r 1 ' 


■■4 


Thom EMI has had in dispos- 
ing of its non-core businesses 
recently, the feet that it has 
been able to sell anything at all 
in today's climate must be a 
plus. Given NatWesfs obvious 
financial strength the sale 
makes commercial sense; hut it r 
suggests once again that Rum- > • 
below’s position in the group is 
pretty marginal. 
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The resources 
to look closer. 


To achieve investment success in today’s last-moving 
markets requires global perspective. Demands local exnerti*? 

Fidelity offers just that. ^ 

As part of one of the world's largest independent 
investment management organisations, with associate 
companies in every major market, we’re able to view 
investment opportunities on a global scale. 

But equally important is our on-the-spot streneth to 
assess markets first-hand. Around the world the Fidelirv 
organisation has over 150invesunent professionals who visit 
or contact more thani4,000 companies each year. It's thisS’ 
depth local knowledge combined with global nersnectiw. 
which provides the real performance edge. P^Pective 


And it s the re ason w hy, tfyou're looking for consistently 
superior investment performance backed by award-winnin» 
sendee. Fidelity should be your first choice. 


For further information, please contact Milan, 
Director, on 44 71 233 9911. M “ aiy Snuth - 
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Wiggins Teape yields 
to Lisbon rumour mill 


Tfcr'" ,B * : ^ Wiggins Teape Appleton 
has come clean. 
Humours that the UK 
• ‘ aB paper group was consid- 
§0 erlnfl the sale of its 

Pffi -ne&P flj interest in a Portuguese 

JH pulp mill forced it to 
$L - announce that prelimi- 

f • ^ TT . . nary discussions were 

% - “■ -■ under way. Stephen 

' ' j /. -i. js-'.pv* i Walls (left), Wiggins 

Teape chairman, said 
^tSsT the sale “would give us 

the opportunity to re- 
configure our portfolio ot businesses. - Some 
analysts are suggesting, however, that the pro- 
posed move would represent a reversal of 
Wiggins Teape strategy. John Thornhill 
reports. Page 24 


No future for rivalry 

Chicago’s two main futures exchanges have 
ended more than a century of rivalry and 
agreed to form a joint committee to address 
common goals and competitive challenges. 
The Chicago Board of Trade and the Chicago 
Mercantile Exchange have approved the cre- 
ation of a standing joint committee to examine 
ways to achieve cost savings and increased 
efficiencies. Barbara Durr reports. Page 22 


Sasol riding high 

Sasol has had its fair 
share of windfalls. The 
A most recent, the world 

oil crisis sparked by the 
iSr Gulf crisis, has decidely 

XjAx QS \ bullish Implications for 

the South African oil 
\ producer. Howver, the 
jfar group is anxious not to 

~ ^ overreact to what might 

be nothing more than a 
temporary blip. "We can’t base our future on 
the assumption that we’re going to see run- 
away oil prices,” says one top executive. Philip 
Gawith reports. Page 20 


Watery harvest in the Highlands 

Believe it or not salmon farming In Scotland is 
little more than 10 years old. But during that 
decade these fish have become big business. 
In 1880 some 600 tonnes of fish were har- 
vested. By last year the harvest had reached 
28,500 tonnes at £4,000 ($7,640) a tonne. David 
Blackwell looks at an Industry which has 
brought much needed jobs to the Highlands 
and Islands. Page 27 


Milk shake-up 

A new era dawns at Uni- 
gate. the UK dairy prod- 
ucts and distribution 
group, with the appoint- 
ment of Ross Buckiand 
(left) as chief executive. 
Unigate watchers in Lon- 
don expect the appoint- 
ment to lift the company 
from the earnings pla- 
teau where it has been 
stranded since 1987. 
Buckiand, previously 
head of European 
operations for Kellogg, begins his new job with 
a whistle stop tour of 42 company facilities in 
October alone. Page 25 
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Daimler and Mitsubishi 
unveil 11 joint ventures 


By Stefan Wagstyl in Tokyo 

DAIMLER-BENZ, the West 
German Industrial combine, and 
companies in the Mitsubishi 
grouping. Japan’s largest corpo- 
rate family, yesterday unveiled 
plans for ZI actual and potential 
joint projects. 

The schemes, announced after 
a top-level meeting between the 
two sides in Tokyo, are the first 
fruits of wide-ranging strategic 
discussions which the companies 
embarked upon six months ago. 

The groups intend to keep 
talking and to hold another 
board-level meeting next 
spring. 

Only one of the 11 proposals 
commits the West German and 
the Japanese partners to immedi- 
ate action. 

This is the proposal which con- 
cerns the establishment of a 
jointly-owned sales company for 
Mercedes-Benz cars in Japan, to 
be called Mercedes-Benz Sales 
Japan. Mercedes-Benz, Daimler’s 


auto company, will own 51 per 
cent and Mitsubishi Motors, the 
vehicle maker belonging to the 
Mitsubishi group, will have 215 
per cent 

The remaining 24.5 per cent 
will be held by Yanase, Mercedes- 
Benz’s long-standing Japanese 

agent 

Even this scheme is not 
entirely new, since Mitsubishi 
Motors was cooperating In the 
sales of Mercedes-Benz vehicles 
in Japan even before the two 
sides held their inaugural 
top-level talks in Singapore ear- 
lier this year. 

Among other schemes under 
discussion in the automotive field 
is a plan for joint research into 
the Improved disposal of scrap 
cars. 

Another project in prospect 
concerns the possible design, 
development and production of 
an all-terrain passenger vehicle 
for the Japanese market based on 


Mercedes’ Gelknde Wagen model. 

There Is also a tentative plan 
for Mitsubishi companies to 
co-operate In the construction of 
a car factory in the Soviet Union 
which Mercedes-Benz has dis- 
cussed with the country’s author- 
ities for several years. 

The partners are considering 
collaboration in electricals and 
electronics, including the produc- 
tion of semiconductors, common 
sourcing of parts for railway 
systems, and the introduction 
into Europe of Japanese refriger- 
ator designs. They are also study- 
ing the possibility of expanding 
the exchange of personnel and of 
information in aerospace, includ- 
ing the production of medium- 
sized passenger jets. 

Mr Edzard Reuter, the Daimler- 
Benz chairman, said that the 
effort expended by the two sides 
in getting to know each other 
had been “greater than I had 
expected.” 






Edzard Reuter; the effort expended by both sides has been greater than expected 


CMB profits fall 2% at interim stage 


By Maggie Urry in London 

HALF-YEAR figures from CMB 
Packaging, the European packag- 
ing group formed through the 
merger last year of Camaud of 
France and Metalbox Packaging 
of the UK, reawakened fears that 
the merger has so far failed to 
fulfil the initial hopes for it. 

CMB denied rumours of further 
top-level boardroom departures, 
following change s ann ounced in 
June. But management changes 
have been made at three poorly 
performing divisions. 

The figures for the six months 
to the end of June showed a 2 per 
cent fall at the pre-tax level to 
FFr754m (SI 45m) compared to a 
pro-forma figure of FFrTTOm and 
a reported number of FFr649m, 
which was based on six months 
from Camaud and three months 
from Metalbox. 


Turnover was down 2 per cent 
to FFrll.6bn but this was 
affected by the sale of the group’s 
steel business. The packaging 
activities showed a sales gain of 
just under 1 per cent against the 
pro-forma figures. 

Operating profits from packag- 
ing were ahead by 8 per cent to 
FFr996m, with steel making a 
final contribution of FFrll4m. Mr 
Robert van den Heuvei, finance 
director, said acquisitions had 
contributed about 4 or 5 per cent 
of the 8 per cent gain but there 
were also some benefits from the 
merger coming through. The fig- 
ures had also been adversely 
affected by exchange rate move- 
ments. 

Finance charges were higher at 
FFr356m (FFr290m pro forma), 
which Mr van den Heuvei des- 


cibed as disappointing. He said 
the group mwH to exert H gfr N* r 
control on working capitaL The 
tax rate was also up, leaving the 
net profit at FFr435m, against the 
pro-forma figure of FFr452m. This 
outcome was well below analysts 
forecasts of FFr525m or more. 

There was an extraordinary 
gain of FFr460m on the sale of 
the steel business in the first half 
Of thtn year. F.Trlndinfr that gain, 
fully-diluted gamin gs per share 
foil from FFr5.8 to FFlSA. 

A good sales performance was 
seen In beverage packaging, up 
30 per cent, but food can sales 
rose only 1 per cent, in fine with 
the market Results woe down in 
three areas, hwaith and beauty 
packaging. Spain and Portugal, 
and the Asia Pacific area. Top 
level management changes had 


been made in all three divisions. 

The results were published 
after the market closed, but 
CMB’s shares, quoted in London 
and Paris, have halved in sterling 
terms this year from £25 to 
£H25p, unchanged yesterday. 

The news has implications for 
MB Group, the UK building prod- 
ucts and cheque printing com- 
pany which was Metalbox Pack- 
aging's rant wnd which has a 
26 per rgnt utakp in CMB. In MB’s 
last results CMB contributed 
about half of trading pr o fi ts. MB 
reports interim figures today and 
last night analysts were cutting 
profit forecasts. MB valued its 
stake in CMB at £S0Qm in its last 
balance sheet but it is now worth 
fftSSm MB shar es fall 4p tO 140p 
yesterday, before the CMB 
results. 


Air France declares 
economies to weather 
market difficulties 


UK food retailer jumps 28% in first half 


By John Thornhill in London 

TESCOrthe UK food retailer, 
yesterday announced a record 28 
per cent gain in interim pre-tax 
profits, a rise helped by a wide- 
ranging store development pro- 
gramme and solid underlying vol- 
ume growth. 

Sir Ian MacLaurin, chairman, 
said; “We are obviously pleased 
with our performance in the first 
half. Our food business continues 
to be resilient” 

The City of London, however, 
marked Tesco’s shares down 2p 
to 229p, although they had risen 
strongly in recent days. 


Mr Philip Dorgan, food retail- 
ing analyst at Goldman Sachs, 
said: “I think the market took the 
view that the results were better 
than expected, except the market 
expected them to be better than 
expected.” 

In the 24 weeks to August 11, 
Tesco’s taxable profits - exclu- 
ding gains from property dispos- 
als - rose from £135 .3m (S25&5m) 
to £172-8m on sales 13 per cent 
higher at £2.8lbn (£L36bn). Of 
this sales increase. 9 per cent 
came from existing stores and 10 
per cent was generated from new 


selling area. Five new stores and 
two extensions were added dur- 
ing the period. Tesco is planning 
to open a further 18 stores in the 
second half. 

Capital expenditure amounted 
to £361m in the first six months 
and is expected to approach 
£950m for the frill year. 

Tesco, along with the other big 
food retailers, has been accelerat- 
ing its development programme 
over the past few years. Last 
year, J Sainsbury, Tesco and 
Safeway spent more than £lbn 
between them building new 


super stores where eco nomi es of 
iwIp are greater margins fet- 
ter. 

But Tesco also closed three 
small stores in the half year. The 
surplus on the sale of properties 
amounted to £15.lm compared 
with £3.4m in the previous 
period. 

Te8co’s like-for-like sales 
growth during the half year was 
9 per cent. Price inflation 
accounted for 7 per cent of this 
rise, leaving an underlying vol- 
ume growth of 2 per cent 
Lex, Page 16; Details. Page 28 


By George Graham in Paris 

AIR FRANCE, the French 
national airline, is to launch a 
new economy drive and spending 
freeze to cope with the difficult 
market conditions. 

The group estimates that losses 
in the first six months of this 
year totalled FFrl70m ($32-7m) at 
Air France alone. 

Consolidated results, iurfnding 
its new subsidiaries Air Inter, the 
main French domestic air carrier, 
and UTA, will not be known until 
October. 

Air France had already 
flnnntmc*»H in June a plan to trim 
expenses by FFrl75m, but it now 
estimates that soaring fuel and 
insurance costs would take it at 
least FFrlbn over budget in a full 
year. Air Fiance calculates that 
it win not be able to pass this cm 
through higher ticket prices. 

The_ new economy drive 
involves freeze bn~aH ground 
investments scheduled for 1990 
but not already begun; the can- 
cellation of all building and com- 
puter investments which are not 
absolutely essential; a transfer of 
head office staff to operational 
divisions; and a suspension of 
new recruitment, except for cer- 
tain high priority areas such as 
navigation. 

Although aircraft purchase 
programmes are to be main- 
tained, Air France says that it 
will cut its charter programme, 
including a Boeing 747 currently 


chartered from Lionair, and will 
decide soon whether to maintain 
some of the loss-making routes 
which show no short-term pros- 
pects of breaking even. 

Consultants are to be called in 
to advise on how to improve the 
group's organisation, structures 
and cost base. 

The French airline said that, 

like Other airlines, it haij s uf fered 

rising costs in the first half, 
accentuated by the weakness of a 
number of currencies such as the 
yen. 

The airline was particularly 
hurt, however, by a 7 per cent 
decline in its passenger traffic to 
the West Indies - which 
accounts for 18 per cent of its 
traffic — because of the devasta- 
tion of Guadelupe by cyclone 
Hugo as well as increased compe- 
tition from other airlines. 

Algeria, which accounts for 4 
per cent of Air France’s traffic, 
saw a 21 per cent decline as a 
result of visa and customs prob- 
lems. 

The North Atlantic (accounting 
for 18 per cent of its traffic) stag- 
nated in the face of fierce compe- 
tition from US airlines, bnt 
picked up strongly in June, July 
and August 

The Gulf crisis was now adding 
to the difficulties, the company 
said. 

Foreign investors eye Sabena, 
Page 18 


Aon fights on over the 
Willis bid for Corroon 

Richard Lapper and Nikki Tait report on the options 


T he battle for control of 
Corroon & Black, the 
fourth biggest insurance 
broker in the US, is growing in 
intensity. 

On Wednesday, Corroon’s 
directors rejected last week’s 
unexpected merger proposal from 
Aon Corporation, the US insurer. 
Instead, they reaffirmed their 
original agreement with Willis 
Faber,' the London brokers. 

That decision was expected. 
But Aon’s chairman, Mr Patridc 
Ryan, has given notice that he is 
not prepared to accept it as final . 

Next Friday, an extraordinary 
general meeting of Corroon 
shareholders is due. Before last 
week’s approach by Aon, it had 
been expected to rubber-stamp 
the original Willis Corroon 
merger. Mr Ryan will now be 
considering ways to disrupt that 
process. 

In his original letter to Mr 
Richard Miller, Corroon’s chair- 
man , Mr Ryan made it clear that 
he would not pursue the initial 
approach if it was opposed by the 
Corroon board. He repeated that 
position yesterday. 

There are practical reasons for 
such an approach. By alienating 
the staff of the target company, a 
hostile takeover can undermine 
the prospects of a freshly merged 
brokerage. As one leading Lon- 
don broker put it: "In insurance 
broking your most valuable 
assets ran just walk out and go 
down the elevator.” 

That is just what happened 
after Willis Faber’s own takeover 
of the UK broker Stewart Wright- 
son in 1987. A number of Stewart 
Wrightson brokers left soon after 
the merger - some of them to 
join Nicholson Chamberlain 
Colls, the London brokerage in 
which Aon’s brokerage operation, 
Rollins Burdick Hunter, has a 40 
per cent stake. 

Judging from the tone of a 
statement issued soon after the 


Corroon board’s decision on 
Wednesday. Mr Ryan does not 
intend to back off, however. 
Attacking the board’s decision in 
sweeping terms, he said that a 
combination of Corroon and Aon 
“remains a terrific idea, and 
Aon’s proposal remains on the 
table and is not being with- 
drawn.” 

At the very least therefore, Mr 
Ryan will continue with his infor- 
mal approach. Short of convert- 
ing his offer into a formal hostile 



Patrick Ryan: will now consider 
ways to disrupt the deal 

bid - and yesterday be was 
strongly playing down that possi- 
bility - Aon’s chairman has two 
other options. 

• Despite the lack of time, Mr 
Ryan could seek to persuade a 
majority of Corroon shareholders 
to vote down the Willis merger 
next week in a proxy action. Its 
chances of success would, how- 
ever. be limited. 

At least one fund manager 
invested in Corroon - who 
makes no secret of his preference 
for a $40 a share cash offer — 
notes that any decision in a 
proxy battle would have to bear 
in mind what was actually on the 
table. "I think it might be diffi- 
cult for shareholders to vote 


down the Willis deal if that the 
only formal offer,” he suggests. 

• Mr Ryan could try to use legal 
pressure to push Corroon’s direc- 
tors into reconsidering - and 
then opting for - Aon’s higher 
cash offer, on the grounds of 
their fiduciary responsibility to 
their shareholders. 

Legal action by Aon would not 
be unusuaL A class action law- 
suit over the Willis offer was 
already pending even before 
Aon’s arrival on the scene. 

But Mr Ryan's prospects of 
succeeding in a lawsuit are ques- 
tionable. Because Corroon is 
incorporated in Delaware, a par- 
tial precedent would be provided 
by the lawsuits surrounding the 
merger between Time and 
Warner, fought out in the state’s 
courts a year ago. Time was bid- 
ding for Warner in an agreed 
merger, when the former 
received a hid from Paramount, 
which It rejected. Ruling in sup- 
port of Time's decision, the Dela- 
ware courts concluded that: 
“Directors, not shareholders, are 
charged with the duty to manage 
the firm.” 

“It’s now a very grey area," 
comments one New York lawyer, 
cautiously, when asked about 
Aon’s chances on the legal front. 
“I really don’t see any point in 
Aon taking it to court,” remarks 
a leading New York analyst, 
rather more bluntly. 

None the less, despite yester- 
day’s $i!4 fell in Corroon’s share 
price to $34%, the one option 
which few Wall Street players 
seemed to be entertaining seri- 
ously was that Aon might now 
back off. Aon, runs the thinking, 
would hardly have clambered 
into the action, only to back off 
with some unnecessary costs to 
its name. "Let's put it this way.” 
remarked Joan Zief at Merrill 
Lynch, "I can't believe the case is 
closed - although stranger 
things have happened.” 


WHEN THE 
WORLD IS GETTING 
SMALLER, 
WHO’S ADVISING 
YOU AS 

THE DEALS GET 
BIGGER? 


It seems that hardly a day goes by 
without our being reminded of the 
Intetkdependcace of world markets. 

What happens in Ibl^o one minute 
can alter the economic shape of the world 
in the next. What happens in London a few 
hours later can change it yet again. 

Which all means that for yon r business 
interests to be protected you need the 
best advice yon can get. Every minnte 
of the day 

This is where we come in. 

Our experience is truly global with 
treasury managers in the leading financial 


capitals of the world, as well as local 
offices throughout the UK. 

Vlfe competitively deliver spot and for- 
ward foreign exchange, and have recently 
extended our range of currency hedging 
products to include Average Rate Options. 
In fact, when it conies to sophistication, we 
are right at the fo re fro nt of developments. 

So If there’s a run on the 
dollar In New Ifork, followed 
by a crash in Ibkyo. you can 
be sure that our ma n a gers 
will be on the spot making 
sure that your business Isn’t. 
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Midland Montagu Treasury Sales. 

10. LOWER THAMES STREET LONDON EC3R 6AE. TELi 071-260 0600. 
AMSTERDAM TEL. 3120 S&37S1 1 ATHENS TELi .Ml 3M 74» D08SSLDOBF TEL. 49IH 91052 
HELSINKI TEL. in OCO Ufafr MADRID TEL, 341 W1 0613 
NEWKKKTELi 1212969 7200 OSLO TELi 472 83 MU RUUSTELi JJI 45 01 U 77 STOCKHOLM TKLt 469 118210 

SIDNEY TEL: 612 25A2UOD TOKYO TEL: 613 284 IH6I 
MIDLAND UOfrnrareillE INTEniATKMJU. AMD ISVESTMBiT BANKING ASM OF MIMjUO GSOUE 
MMKO nr MIDLAND BANK pfe. A NBOHOF MMO AM» ATSPl 
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INTERNATIONAL COMPANIES AND FINANCE 


Saxony PM backs Pirelli 
merger with Continental 


By Andrew Fisher in Frankfurt 


PIRELLI of Italy's plan to 
merge its tyre activities with 
those of Continental of West 
Germany yesterday received 
broad acceptance from Mr Ger- 
hard SchrOder, the Social Dem- 
ocrat Prime Minister of Lower 
Saxony, the state in which the 
German company is based. . 

However, after a meeting 
with Mr Leppoldo Pirelli, the 
chairman of the u«n»n com- 
pany, and Mr Gerd Silber-Bom, 
head of its German subsidiary, 
be said it was important that 
there should be no job losses 
among the 10,000 Continental 
employees in the region and 
that the management of 
German company should stay 
in Hanover. 

Pirelli has p ropo s ed th at 
both companies 1 tyre activities 
be merged, with the Italian 


company taking majority con- 
trol 

Pirelli already owns 5 per 
cent of Continental's stor es 
and has said that a majority of 
shareholders backs its plan. 

Mr SchrOder said the issue 
was not whether a . merger 
made sense, bat how it would 
be effected. He said he found 
the Pirelli plan convincing. 
The chances of survival for 
both companies were worse if 
they remained separate than if 
they combined, be said. 

Mr Horst Urban, Continental 
rhipf executive, was not at the 
meeting, nor did the Pirelli 
executives visit Continental 
while in Hanover to see Mr 
SchrOder and Mr Peter Fischer, 
the state Economics Minister. 

The company denied that Mr 
Urban’s absence or the fact 


that Mr Pirelli and Mr Silber- 
Bonz did not also visit the com- 
pany reflected a coolness 
between the two sides. Conti- 
nental that Mr Urban had 
seen Mr SchrOder on Tuesday 
and thus had no reason to be 
at yesterday’s meeting More- 
over, and Pirelli executives bad 
visited Continental last Satur- 
day when they put forward the 
merger. 

• Volkswagen, the West Ger- 
man car maker, will invest 
DMl^bn (5960m) up to 1995 to 
expand its Mexican operations, 
said Mr Martin Joseph!, man- 
agement board chairman of 
VW’s Mexican unit. Beater 
reports. Volkswagen de Mexico 
plans to increase annual capac- 
ity at its Puebla plant to' 

300.000 cars by 1992 from some 

140.000 now, he said. 


Pernod Ricard 
to buy Greek 
liqueur producer 


By George Graham 
in Paris 


PERNOD RICARD. the French 
wine and spirits group famous 
for its aniseed-flavoured pastis 
drinks, is to complete its Euro- 
pean drinks distribution net- 
work with the acquisition of 
Lizas & Lizas, a lining Greek 
liqueur producer. 

Lizas, which has yearly sales 
of about lbn drachmas (56.7m), 
has a range of 19 fruit liqueurs. 
Pernod hopes to take advan- 
tage of its sales network to 
expand sales of its own portfo- 
lio of drinks, which includes 
brands such as Ricard pastis, 
Jameson Bushmills Irish 
whiskey, Bisquit cognac and 
Cusenier liqueurs. 

Pernod officials said the 
Greek market had started to 
expand. They said Lizas 
planned to produce a top-of- 
t he- range ouzo - the fiery 
Greek national spirit - and 
this could be distributed out- 
side Greece through the 
group’s sales network- 

Subject to the approval of 
the Greek authorities, Pernod 
wlU take 90 per cent of Lizas 
through its subsidiary Socfete 
pour l’Exportation des Grandes 
Marques. The two managers of 
the company, will remain and 
keep a 10 per cent stake. 


ABB establishes $600m 


employee share scheme 


By William Dultforco in Geneva 


ASEA BROWN BOVERI, 
Europe's leading electrical 
engineering group, yesterday 
unveiled a 5600m employee 
share ownership programme, 
which. It p-iflimad, was one of 
the biggest one-time participa- 
tion offers to employees. 

The programme, approved 
by the boards of Sweden’s Asea 
and Switzerland’s BBC Brown 
Boveri, covers 25 countries and 
some 160,000 of the group’s 

217.000 employees worldwide. 
Asea and BBC are listed com- 
panies, each owning half of the 
ABB Btock. 

The most striking exception 
is the US, where ABB has some 

33.000 employees, but cannot 
implement the programme 
because it is not yet registered 
with the Securities and 
Exchange Commission. 

Mr Lars ThuneQ, executive 
vice president, said the pro- 
gramme would amount to lees 
than 5 per cent of sharehold- 
ers’ equity and would have a 
dilution effect of about 3.6 per 
cent 

By offering a share stake to 
as many employees as possible, 
ABB hopes to create a strong 
sense of group unity through- 
out the world and to 
increase motivation and per- 


formance, Mr Thunell said. 

Employees will have the 
rigid to buy “units,” compris- 
ing either bonds with warrants 
or warrants alone, priced in 20 
local currencies. The warrants 
in each unit will entitle the 
employees to buy six Asea B 
shares, aanh with a one-tenth 
vote, and one non-voting BBC 
participation certificate. 

Each employee can buy from 
one to 10 units and is guaran- 
teed a purchase of two. The 
underlying share value of wanh 
Is approximately 51,600. The 
units have a maturity of five 
years; the warrants may be 
exercised after two years. The 
offer is valid from September 
28 to October 19. 

The bulk of the units carry 
fixed-interest bonds with war- 
rants but in some countries, 
where legal practices differ, 
such as the UK. the units win 
be directly changeable into 
warrants. 

ABB said the units had been 
so constructed that participat- 
ing employees would receive 
their Investment back in local 
currency after five years, 
regardless of the share pries 
performance. They will also 
receive a fixed interest return 
on the bonds. 


Barratt is 
forced to 
cut dividend 
for first time 


By Andrew Hill In London 


ECONOMIC uncertainty In the 
US and UK has forced Barratt 
Developments, one of the best- 
known names in British 
housebuilding, to cut its divi- 
dend for the first time since 
coming to the stock market 22 
years ago. 

Profits at Barratt more than 
halved hi the year to June 30, 
from £77 Jm (5147m) to £30-2m 
before tax, and some City ana- 
lysts believe this year’s profits 
could foil again. Eat ings per 
share collapsed to 10.8p 
(27.3P). 

Despite the worsening eco- 
nomic climate and a spate of 
poor corporate results, most 
British companies have 
resisted cutting dividends. 

Barratt's shares, which 
stood at 208p In London at the 
beginning of the year, fell 
nearly 12 per cent on yester- 
day’s news, from I20p to lOfip. 

The final dividend was cut 
from 10.18p to 5.70P, making 
9p in total - 55 per cent lower 
than the last full-year pay- 
ment of l&39p a share. 

Mr John Swanson, the 
group's chairman, said: "What 
we didn't expect was that 
interest rates would remain as 
high as they have for as long 
as they have." 

The depressed UK economy 
had a wide-ranging impact on 
Barratt’s housebuilding and 
commercial property activi- 
ties: 

• Housebuilding sales volume 
decreased. Barratt completed 
the sale of just under 6,000 
properties in the UK; that was 
In line with the group’s expec- 
tations, but still 10 per cent 
lower than in 1989-90. 

• The cost of offering incen- 
tives to buyers of Barratt 
homes rose sharply. Mortgage 
subsidy and part -exchange 
schemes - b uyin g customers’ 
property to allow them to pur- 
chase Barratt houses - cost 
the group £20m more in 
1989-90 than a year earlier. 

• The part-exchange scheme 
also Increased the group’s debt 
harden. Net debt rose from 
£110m to £142m during the 
year, and borrowings stood at 
about 52 per cent of sharehold- 
ers’ funds at the year-end, 
compared with 41 per emit in 
June 1989. 
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Belgian Government ready to 
meet Sabena operating losses 


By David Buchan in Brussels 


THE BELGIAN Government is 
ready to help meet mounting 
operating losses of Sabena, 
while putting more of the 
state-controlled airline into pri- 
vate hand?? , a senior minis ter 
said yesterday. 

Following reports that 
Sabena had asked the Govern- 
ment for an urgent cash injec- 
tion of BFr6bn (5187.5m), the 
minister, who requested ano- 
nymity, forecast that the Gov- 
ernment would intervene. 

“But we would prefer that 
any new [rescue] operation 
would result in greater private 
participation,” he said. 


British Airways and KLM 
have taken 20 per cent each of 
the newly formed Sabena 
World Airlines, part of the 
state-owned Sabena group, in a 
tie-up whose competition impli- 
cations the European Commis- 
sion is examining. Any 
increase in the stakes Of the 
UK and Dutch carriers would 
probably disturb Brussels’ anti- 
trust investigators. 

However, other investors, 
both Belgian and foreign, have 
now apparently expressed 
some interest in taking a stake 
in Sahma, which the Belgian 
Government welcomes. 


Last year the airline lost 
RFrUbn, and the likely defiat 
for this year is reported to be 
in the range of BFrSbn to 
BFrSbn. Belgium's political dis- 
pute with Zaire, which has cur- 
tailed the profitable Sabena 
service to Kinshasa, and 
Sabena’s management prob- 
lems have been the main 
causes. 

The Government Is currently 
flrertthing for a new head for 
Sabena. One official yesterday 
forecast a “package" solution, 

with the airline simultaneously 
getting new management, 
shareholders and state aid. 


Italy’s banks buy into insurers 


By Haig Sim on Ian in Frankfurt 


CREDITO ITALIANO and 
Monte dei Paschi di Siena, two 
leading Italian banks, have 
cemented their plans to expand 
Into the insurance business 
with the formal approval of 
two separate deals with big for- 
eign insurance companies. 

Credito Italiano is to take a 
30 per cent stake in Commer- 
cial Union Vita, the Italian life 
insurance operation set up by 
Commercial Union (CU), the 
UK insurer, in 1989. 

The hank 's move follows an 
agreement struck with CU in 
June last year, whereby the 
UK group would sell life and 
non-life insurance through Cre- 
dito Italiano’s 558 branches and 


the direct sales force of its 
Mediofin subsidiary. 

Acquisition of the stake, 
which follows a government 
decision earlier this year to 
allow banks to directly own 
holdings in insurance compa- 
nies, rather than through spe- 
cial subsidiaries, still requires 
formal approval by Italian 
regulators. 

Meanwhile, Monte dei Paschi 
has ' signed an accord with Pre- 
dttca, the life insurance opera- 
tion owned by Credit Agricole 
of France, in which the French 
group win be given 40 per cant 
of Ticino Assic urazioni, and 49 
per cent of Monte dei Paschi 
Vita, two Insurers controlled 


by the Italian bank. 

The deal, which will cost 
Fredica L75£bn (565.3m), will 
allow it to expand its 
operations into the Italian mar- 
ket, while giving Monte dei 
Paschi an experienced partner 
in its insurance activities. 
Ticino Assicurazioni has lost 
money in recent years, and 
required substantial cash injec- 
tions from the bank. 

Mr Carlo Zlni, Monte dei Pas- 
chi’s managing director, said 
the new partnership will 
strengthen the position of both 
its life and non-life Insurance 
operations and allow the bank 
to offer a wider range of finan- 
cial products to customers. 


BNL advances 


44% midway 


BANCA NAZIONALE del 
Lavoro (BNL), the big Italian 
bank, lifted pretax profit by 
4441 per cent to L453bn (5380m) 
In the first half of 1990 from 
L314bn a year earlier, AP-DJ 

reports. 

The figures are based on a 
reclassification of file bank's 
accounts under guidelines set 
by Italy’s stock market watch- 
dog Consob, BNL said. The 
bank's finanrial structure was 
overhauled after BNL became 
embroiled in a scandal involv- 
ing the unauthorised extension 
of export credits to Iraq. 

BNL also said total loans 
amounted to L34,472bn, up 17.3 
pm* cent from the end of June 
1989. 


German steel chief named 


By David Goodhart in Bonn 


MR Hans Christoph von Rohr 
will take over from Mr Herbert 
Gienow as chairman of Klflck- 
ner-Werke, the West German 
steel and machinery group, 
when Mr Gienow retires in 
May next year. 

Mr Gienow, who may take 
up a pest with the Treuhand, 
the trust body charged with 
privatising East German indus- 
try, has led Klockner through a 
stormy decade. 

Through the steel crisis of 
the 1980s Klockner was often 
regarded as the Ruhr steel 
giant with the worst survival 
prospects but, after rapid diver- 
sification into plastics and 
engineering, it will this 


year pay a dividend for 
the first time since 
1974-75- 

Mr von Rohr, 52, has been a 
board member of Klockner & 
Co, the related trading group, 
since 1988. Before that he ran a 
KlOckner subsidiary in Argen- 
tina and, after returning to 
Germany, took control of the 
Hamburg company fisser and 
Doornum. 

Mr von Rohr, who trained as 
a lawyer and attended several 
universities including Prince- 
ton in the US, was economic 
spokesman of the Christian 
Democrats in the Hamburg 
state parliament from 1978 to 
1984. 


Generate de 
Banque net 
up 3.8% to 
BFr4.2bn 






By Thn Dlckaon 
in Brussels 


GENERALS de Banqni 
Belgium’s biggest commerce 
bank, yesterday announce 
that consolidated net ptof gg-- 
in creased by 3.8 per cent;* - ’ 

BFr4^4bn ($l33m) m the fit 

half of 1990. 

The company, which K saffu- 
piddng up the pitecas-arter i^^ 
proposed alliance with Asjsttf; 
Bank of the Netheriantia 
called off a year ago, saiff fife- 
result was achieved “despite 
more difficult environn 
stemming from deregulat 
which had the effect of ra _ 
ing Belgian franc margins smay 
revenue from rommlsaions/’jp^i. 
No forecast is vimturedlf&e^ 
the full year in view of 

“current economic an d reg 

tory ^Innate, coupled 'with; 
obstacles which have arisen' 
connection with charging' " 
finan cial services and t 
unce rtainty of the Interbfej 
tional situation.” - — 

It was pointed out that; — ... 
first-half profit figure Inciu&d .r- 
gains of BFrSOOm ” ~ * 
when Gdndrale de 

interest In Lease Int _ r _ 

and the subsidiary’s premises?, 
in the City of London 




Si 


sold. The BFrtOOm capita^. 


gate? 


expected from the 
bank's stake in Enrol 
American Bank, meanWl 
will be taken into the 

half 

Provisions of BFrlbn 
made during the first bhl£ . 
cover part of the extraord* 

charges linked to staff , — 

The total cost of these is .esti- 
mated at BFrtUbn, of which ? 
BFrSbn will be taken in 1990^? 

Group assets fell by 2.4 " 

cent to BFr24J76bn due to 

policy of reducing its rec 

to the interbank market. 


recount 


Lyonnaise des Eux 
advances strongly 






LYONNAISE DES EAUK, 
diversified French water 
vices, riaaning and energy 
ity, yesterday reported C . „ 
net attributable profit c£: 
FFr363 m (|70m), up frttfp 
FFr307m, Reuter reports. 

' Turnover rose* to FFrlLThn 
from FFrUMQbn, with a 16 per^ 
cent rise in. foreign tamoverto. 
FFtiL9bn. - ' ^ 


The Republic of Venezuela 


Notice of Meeting 


lb the holders of the 
U.S. $166,000,000 
Floating Rate Notes Due 1994 
of 

The Republic of Venezuela 


NOTICE IS HEREBY GIVEN In acconJance with the provisions of tha Fiscal Agency Agreement dated 22nd December, 1988 and made between The Repubtic to Venezuela 
<tfw "ffepubfc”), Tha Chase Manhattan Bank. N.A. (tha 'Hacal Agent") and others (Ota 'Fiscal Agency AgmemanT) relating to the above menttonsd (Votes (tha “Notes! 
that a Meeting (the 'Meeting”) of the hoidera (the “Noteholders") a the Notes » convened by Ita Republic and wlH be held at 1000 a.m. on IZthOdobec 1890 at the offices 
of Slaughter and May at 16 Coleman Street, London ECS tor the pwposa of considering and, II thought tit. passing the resolution set out below which win be proposed as an 
Extraordinary Resolution. 


The purpose at Ihe Extreonftnary Resolution la to permit the implementation ortho Financing Plan referred to bekwx Details ol the background to. end the reasons lot, the 
proposed Extraordinary Resolution ana contained In the Explanatory Statement referred to below, copies of which are available for collection by Noteholders at the specified 
offices of the Fiscal Agent and the other Paying Agents (together; the 'Agents'), the addresses ot which are stated below. 


Tha resolution to be proposed at the Meeting is as loUows:- 


eXnUORDMARV RESOLUTION 

Rate Notes Due 1994 (the *Notes~) ol The Repubtic of Venezuela (the ■RepuMe*), issued pursuant to 
22nd December, 1868 and reads between the Republic. The Chase Manhattan Bank, NA and others. 


“THAT this meeting ol the holders of the U.S. $168,000,000 1 
a Focal Agency Agreement (the 'Fiscal Agency Agreement”) i 
hereby?- 

(i) Irrevocably waives the provisions of the Terms and Conditions (the "Condilians*) of the Notes which (a) require m Condition 7 that the obligations of the Republic under 
the Notes wffl rank at all times at least pari passu in priority ol payment. In right ot security and in all other respects with au other Debt (as defined in Condition 7) cA the 
Republic, (b) require in Condition 7 that it any Security Interest (as defined in Condition 7) is created to secure External indebtedness (as defined in Condition 7% the 
Republic w» cause auch Security interest equally and rateabty to secure its oMgailons under tha Notes, or (c) result in an Event of Default (as defined in tha 
Conditions), to the extent necessary to permit (and accordingly such provisions shall not apply to) the creation ot Security Interests socuring or providing lor the 
payment of the Discount Bonds, Par Bonds, Interest Reduction Banda and Short-term Notes (all as defined in the Explanatory Statement dated Mm August. 1990 of 
the Republic relating to the Notes (the “Explanatory Statement')) to the extent set forth In the Republic of Venezuela 1990 Financing Plan dated 25th June. 1990 
(together with the related documentation therefor, and as amended or motSfied in accordance with the terms of such documentation, tho “Financing Plan") and further 
irrevocably waives any other provision (H any) ol the Conditions Including any Event ol Delimit (and accordingly such provision shall not apply) solely to the extent that 
such provision would apply to. conflict with, i m pede, be inconsistent with, or require the Republic- Banco Central da Venezuela or any National Government a l Agency 
(as defined In the ConeHUans) to take any action os a result of, the creation ol the Security Interests rtoorrad to above and toe issuance ol any ot the bonds and notes 
contemplated by the Financing Plan and as described In the Explanatory statement; 

(fl) sanctions every modification, abrogation, variation or compromise of, or arrangement to respect of. the lights of tha holders of the Nous andtor tho holders of the 
coupons appertaining thereto against the Republic involved in or resulting from the passing ot this Resolution; and 


(til) authorises the parties to the Fiscal Agency Agreement to execute all such documents and to do ati such other act3 and things, in each case, as may be necessary to 
carry out and give effect to IMS Extr&ordtoary Resolution.* 


The attention of Noteholdera fs particularly drawn to the quorum required for the Meeting and for an adjourned Meeting which is set out in paragraph Z at “Voting and 
Quorum* below. 


VOTING AND QUORUM 

1. A holder of Notes in bearer form ('Bearer Nates') wishing to attend and vote el the Meeting to person must produce at the Meeting eithor the Bearer Notes, or one or more 
valM voting certificates issued by one of the Agents relating to the Bearer Notes, in respect ol which ho wishes to vote. 

A holder ot Bearer Notes not wishing to attend and vote at the Meeting to person may deliver hta Bearer Notes or voting certificates to the person whom he wishes to attend 
on his behalf or give a voting instruction (on a voting instruction form obtainable from the specified office of any ol the Agents, the adtkssses at which are set out below) 
instructing an Agent to appoint a proxy to attend and vote at the Moating in accordance with the voting instruction. 

Bearer Notaa may bedeposil^wtmihelR«CTl Agent or any of the other Agenta tor tile purpose ot obtaining voting c er t ifica tes or appomtingprorlea at any time 
until 48 home below the time Itxadforthe Mo ating, but iwt theraeftar. For this purpose. Bearer Notes held in the Euroctear Clearance System In a trioched- account or 
by CEDEL SJV. In a Mocked internal account, notice which has been given by the Euroctear Operator or. as tho case may be. CEDEL.S.A. to the Fiscal Agent, will be 
treated as though such Bearer Notes had been deposited with the Fiscal Agent voting instructions and instruct tana to issue voting eertiticatas will in such circumstances be 
given to the Fiscal Agent by the Euroctear Operator or, as the case may ba, CEDEL SX Bearer Notes so deposited or held win be released at the conclusion of tha Meeting 
(oc If appfieable. any adtoimmeni of the Meeting lor which voting certificates and instructions will be valid) or upon the surrender to the Agent which issued the aame of the 


voting certffictfss or, being not less than 48 hours betare the time for which ihe Meeting (oq If appticable. tiny adjournment of the Meeting) is convened, upon tha surrender 
... ■■ • ~ graven by such Agent to tha Repubtic. 


of the voting Instruction receipts issued in respect thereof raid notice of such surrender being given by s 

2. The quorum recpjlred to the Meeting consists of two or more persons present In person (not being the Republic. Banco Central de Venezuela or any National 
Governmental Agency) hoMng Notes or vottog certificates or being proxies and being or representing In tha aggregate a clear majority In prtndpal amount of the Notes lor 
the time being outstanding and not held by or on behati Ot toe Republic, Banco Centra! de Venezuela or any National Governmental Agency as baneflctal owner. II within 
tuff-an-hour from Die time appointed for the Meeting a quorum is ftoi present, the Moating wiB be adjourned (or such period, not boing less than twenty-gne days nor more 
than lorty4wo days, and to such time and place, as may be appointed by the Chairman of the Meeting. At least fourteen days’ notice of an adjournment of ttw Meeting wifl be 
given. The quorum to such an adjournment of the Meeting wffl be two or more persons being or representing Notehoktere whatever tha principal amount ot the Notes m held 
or repreetBitad. who 3hafl have Hie power to pass the Extraordinary Resolution and to decide upon aflmanera wMoh could property have been dealt with to the Mee ti ng from 
which the adjournment took place should a quorum have been present to sueh Meeting. 

3. Every question submitted to the fcteeting or the ad}oumed Meeting wW be deckled by a show of hands unless a poll to demanded by the Chairman of the Mee ti ng or by the 
Republic or by one or more persons fxMtog one or more Notes or vatlng certlfictoestt being pnnfes and being or representing in m* aggregate on hqMere ol not less than 
two per cent of the principal arnounlof tho Notes then outstanding and not held by or an behalf ol Ihe RepubBc, Banco Central da Venezuela or My National Govammentto 


Agency as beneficial owner. On _■ stow of tends every parson who is present in person and produces a Bearer Not# or voting certificate or 19 a proxy shefl have one vote. On 

I of each U.S. StOJWO principal amount of Notes so produced or reprosentad by the vo tin g eaitl fctf e so 


a poll every person who is so present shall have one vote to respect! ^ . 

pro*i«M^witorMpert efwhtoh h^teaprtay. hto f ratoeere ount of th eHopub flc^ aa^ ^Cer ffi^ ^ deVcn ^^ t s or any 

resolution. 


4. Tobe passed, (he Exuaocdnanr Rwtfution requires a majority Infavour nratafng of noi tees tom two-thirds ol tho persons voting ihef^oc if a poll btbhr demanded, 
by a majority consisting ot not lass than two-minis of tho voles cast an such paa. it passed, the Extraontinary Resolution wH be binding upon aH tha Noteholders, whether 
present or not to lhaMeeitog, and upon aa the holders of the coupons appertaining thereto (the *CouponhoMers-), and each of the Noteholdera and Cauponholdare wffl ba 
bourto to give effect there to accordingly. 


AIAULABUTY OF DOCUMENTS 

Copies of the Fiscal Agency Agreement (together wBh the Banco Central Undertaking and the Agent Sank Agreement rotared to therein) and the Financing Plan referred Id 
above may be inspected, w voting instruction terms, voting certificates and copies of the Explanatory Statement may be obtained, by Natahotoere at or fnxn (he specified 
offices of the Fiscal Agent and the other Paying Agents, the addresses of which are set Out batow. 


RSCAL AGENT AND PHNCtPAL RAYHC3 AGENT 
Tlio Chase Manhattan Bank, NJI^Wootgata House. Coleman Street, London EC2P&ID 


paying agents 

BanqiM Bnaeftea Lambert SJL, 24 Avenue Mamix. B-1050 Brussels 
Ctas* Manhattan Bank (Swhzeriand), 63 Rue duRhdne.CH-1204 Geneva 
ChawS Manhattan Banh Luxembourg SA, 5 Rue Ptaotis. L-2338 1 twnmbouig-Gnind. Luxembourg 


(tetri 20th September; 1990 


The Chase Manhattan Bank, NJL tar and on behalf of the Republic of Vsnszuate 


THIS NCmCE IS IMPORTANT AND REQUIRES VOW BmiCDIAre ATTENIION. IF YOU AHEM ANY DOUBT ABOUT THE ACTON YOU SHOULD TAKC,^ YOU SHOULD 
CONSULT YOUR PROFESSIONAL ADMSER. 


The Republic of Venezuela 


Notice of Meeting 


-■< - .- . i • : •■•vis 


To the holders of the 
U.S. $167,000,000 
Floating Rate Notes Due 1998 
of 

The Republic of Venezuela 


dated 22nd Oeoetnber, 1988 oral made between The RepubBc of Venezuela 
'Fiscal Agency Agreamsm^ relating to the abrare mandonetf Notes (tfie States'] 


ihto a Meeting (the 'Meeting*) of Ihe holders (the 'Noteholders*) of the Notes is oonvaned by Ihe RepuMc and wll be held to 10 :30a^n. on 12th October, 1990 to the offices 
of Slaughter and May at 16 Coeman Street London EC2 (or, if later. Immediately after the conclusion of the m ee ti n g of holders of U.S. ~ 


I.S. *166, 000,000 Floating Rate Notes 

Due 1 994 issued by the Republic convened tor 1 (MW am. on the same date and to the same location) tor the purpaseaf consktertng and. If thought lit, passing the resolution 
sat out below whiefi wW be proposed as an ExtraoRtinary Resolution. 

The purpose of the Extremdtoary Resolution is to permit the Implementation of the Financing Plan referred to betow Details of the background to, and Ihe reasons fat; the 
proposed Extraordinary Resolution are contained to the Explanatory Statement relened to below; copies of which are avaflableforcoltectian by Noteholders at the specified 
offices of ttw Fiscal Agent and the other Paying Agents (together, tha 'Agents'), Ihe addresses of which ora stated below. 

Tho resolution to be proposed to the Meeting Is as todiiws:- 

EXTRAORDINARY RESOLUTION 


THAT this meeting of the holders of the U.S. 6167,000.000 Floating Rate Notes Due 1998 (the “Notes’) of The Republic ol Venezuela (the "Republic*), Issued pursuant to a 
Focal Agency Agreement (Ihe 'Fiscal Agency Agreement') dalod 22nd December; 1988 and made between Ihe Republic, The Chase Manhattan Bank. NA and others, 
heraby:- 


(l) irrevocably waives the provisions of the Terms and Conditions (the~Con(8tions*) of Ihe Notes which (a) require in Condition 7 that the obfigations of the RepubBc under 


Ihe Notes wW rank to oAjbnea to least jwfpAjzu in priority of payment. In rtoM to security end In ail other respects with eB other Debt (as defined in CfcxitaHton 7) oif the 

i las defined in Condition 7) is created to secure External Indebtedness (as defined in Condition 7L the 


Republic, (b) require to Condition 7 that H any Security Interest 

Republic wU can 30 such Security Interest equally and rotesUy to secure its obBgtokxis under the Notes, or (c) result In an Event of DafauR las'do fined In the 
Conditions L to tha extern necessary to permit (and accordingly such provisions Shan not apply to) the creation of Security Inlores tg securing or urovldlna far the 
payment erf the Discount Bonds, Par Bonds, Interest Roductton Bonds and Short-term Notes (aH as defined In the Explanatory Statement dated 14th Auausi 1990 to 
tho Republic rotating to the Notes (the 'Explanatory Statement*)) to the extent set forth in the Repubtic ol Venezuela 1990 Financing Plan hm- h 25ihJurw 1990 
(tog othor with tho related documentation there for. and os amended or modiflod in occotoanco with the terms 01 such documentation, the 'Fmancmo PlartT and farther 
irrevocabhr waives any other provitoqn (If any) oltha Conditions including any Event of Oofauti (and acconfangty such provision shall not apply) sotefr 10 the extent im 
such provision would apply to. conflict with, impede, be Inconsbient with, or require the Republic. Banco Central de ttonezutoa or any National GovemmenM Amm 
(as defined in the Conditions) to take any action as a rasull ot, tho creation of tiw Socurity interests referred to above and the issuance to any of 
comomptaed by to* Financing Plan and u described in the Explanatory Sttoemont; o. any w ire Donas and notes 


(1i) sanctions avery morflflctolan. abrogation, variation or compromise ol, or arrengoment In respoct ol. Ihe rights of the holders ol the Notes andfar toe noidm at Hm 
couptxts appertaining thereto against the Repubtic Involvod In or resulting horn tho passing ot this Resolution; and me noioers or me 


(W) authorises the pantos to the Fiscal Agency Agreement to execute aH such documents and to do oil such other acts and thtnos. m each case 

carry out and gfveeltect to this ExtntontinaryftesoiuUon.* remgs. m eacn case, as may be necessary 10 

raetowntionto NotehoWors is peiticulaily drawn to the vortim required for the Meeting and for an amounted Meoting which to ato fa paragraph 2 to -vtw^ and 


, or one or more 


VOTING AND QUORUM 

instructing an Agent to appoint a proxy to attend and vote at tho Metoing in accordance with the voting instruction. oaoressosot wn«i are set out betow) 


voting cwtiflcatas ix being nto toss than 48 hours bofara tho time tor which the Mooting (oc H oppUcaUe. any adtournment of flu hte 
to the rating totoruetion recefata IssiMto fa rsspeto toorato aito notice to atKh aurrsneter being gheri by such Agent to tha Rapubti& 

2. The quorum required at the Meeting consists of two or mere persons present In person (not being the Republic. Banco Cnnini v olu , n _... , 


IQSO t U B Cft. ' w w nywini flwi 

«. lb be passed, the Extreorttinaty Resolution requires a majority In favour consisting ofnot less than two-iWrdsof the dotsoib wumn u 

by a majority consisting to nol toae thin two-thirds of tho votos cast on such poB. ti passed, tho EMnionlinary Rosahiuon win be **** ftewandad, 



FISCAL AGENT AND PWfCIPAL PAYING AGENT 
The Chan RUtofiattan Bonk, HA, WboJgato House, Cctotmn Street, tendon EC2P 2HQ 


(WHO AGENTS 

Banque Brmraltas Lambert 3JL. 24 Avsnun Momhc. B-1OS0 Brussofa 
Chase Manhattan Bonk (Serfceariand), 63 Ruo du Rhflne. CH-1204 Genova 
Chase Manhattan Bank Luxembourg 3JL, 5 Ruo Ptaetia. L-2338 LuxembourgOiynd, Luxembourg 


Dated 20th September; 1990 


lH SMOT MiaiMPO OTOT JWBEQ< ^ ra VOW aaiOHAreAnpnWN.gTOU ARE WANT DOUBT ABLXfTTNEACnON you 


SHOULD TAKE. YOU SHOULD 
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INTERNATIONAL COMPANIES AND FINANCE 


Stelco to halve 
payout and adopt 
austerity package 


By Bernard Simon in Toronto 

A STEEP downturn in North 
American steel markets and a 
seven-week strike have led 
Stelco. Canada's second biggest 
steelmaker, to halve its divi- 
dend and adopt a series of aus- 
terity measures. 

Stelco said the quarterly div- 
idend payable on its convert- 
ible common shares on Novem- 
ber 1 will be cut to 12.5 cents 
from 25 cents. 

Senior executives and sala- 
ried workers not affected by 
the strike are taking "signifi- 
cant- salary cuts and cash out- 
lays for capital projects have 
been cut to the "absolute mini- 
mum.’* 

Mr John Allan, chairman, 
said the company was also con- 
sidering “various strategic 
structural changes directed at 
improving shareholder value." 

A senior Stelco executive 
warned earlier that parts of the 
company's operations in Ham- 
ilton, Ontario, might be closed 
if the striker by 10,000 United 
Steelworkers of America mem- 
bers over a new labour con- 
tract continued. 

Stelco suffered a C87m 
(US$6m) loss in the first half of 
this year and a ID per cent 
drop in revenues, compared 
with income of C$60.6m a year 
earlier. 

The company has been hurt 
by its heavy dependence on 
North American car makers, 
the fast-weakening domestic 
economy and by the strength 
of the Canadian dollar. With 
long-term debt of almost 
Cjlbn, it has also been pinched 
by high interest rates. 

Algoma Steel Corp of Canada 
has also been hit by a strike, 
involving 5,500 workers. 

Sagging domestic consump- 
tion and stiffer competition 


from Imports caused by the 
strong dollar have affected the 
entire Canadian steel industry. 
The industry shipped &3m tons 
in the second quarter of this 
year, almost 14 per cent less 
than a year earlier. 

According to the Canadian 
Steel Producers Association, 
US steelmakers' share of the 
Canadian market was 10.3 per 
cent between April and June, 
up from 8.4 per cent a year 
earlier and 4.5 per cent in 1986. 

Stelco is pressing ahead with 
an ambitious investment pro- 
gramme designed to improve 
its competitiveness. 

The centrepiece is a C$200m 
fiat-rolled processing project, 
known as the Z-line. The facil- 
ity, planned to come onstream 
in I99i, will be able to zinc-coat 
72 inch- wide steel sheets and 
produce continuously annealed 
cold- rolled sheet. 

Stelco is relying on the new 
line, being built in partnership 
with Mitsubishi, to expand its 
sales to Japanese -owned car 
plants in North America as the 
transplants come to rely 
increasingly on locally made 
parts. The company is also 
seeking to create an integrated 
North American operation to 
take advantage of the US-Can- 
ada free trade pact. 

Stelco created North Amer- 
ica's largest producer of cold 
rolled bar products last year by 
buying 40 per cent of Bliss & 
Laughlin of Illinois. 

With Stelco's facilities at its 
home base in Hamilton, and 
B&L’s plants in Illinois. Ohio 
and Georgia, the combined 
operations can. according to 
Stelco Steel president Mr Fred 
Telmer. take products “where 
it makes most sense to serve 
markets." 


BCE to join bid for 
Telefonos de Mexico 


By Robert Gibbons in Montreal 


BCE. the Canadian 
conglomerate which takes in 
Bell Canada and Northern 
Telecom, plans to join a con- 
sortium in a bid for a major 
stake in Telefonos de Mexico, 
file Mexican state-owned tele- 
communications company. 

Its partners seeking a 20 per 
cent controlling interest when 
Telefonos is privatised in the 
next few months may include 
“Baby Bells” in the US, Span- 
ish and Mexican companies. 

The Mexican Government 
{dans to sell the remai ni ng 80 
per cent of Telefonos to the 
Mexican public. The company 
is estimated to be worth 
between C$7bn (US$6bn) and 


C$8bn. 

Mr Raymond Cyr, BCE chair- 
man, said Mexico presented an 
ideal opportunity for the group 
to expand its core telecommu- 
nications business on a global 
scale. 

BCE could end up with a 5 
per cent interest in Telefonos, 
requiring an investment of per- 
haps C$350m, through which it 
would be able to gain a man- 
agement contract and supply 
equipment through Northern 
Telecom. Several international 
groups wDl be competing for 
the control block. 

The Canadian group's mobile 
telephone subsidiary has two 
cellular licences In Mexico. 


GILT EDGED GIFTS FROM 
THE FINANCIAL TIMES.- 


The FT Collection is a complete range of quality diaries 
and leather business accessories for the working 
professional. 

Naturally, each item has been crafted to the highest 
specifications and designed with the needs of the business 
community very much in mind. But then what else would 
you expect from the Financial Times - Europe's leading 
newspaper? 

Publicity pages, gold stamping of company logos and 
generous large order discounts are amongst the services 
offered. Whether you want to place an order for one or cme 
hundred items, the FT Collection provides the perfect 
solution to all your business needs. 

Ring Sue Holgate on 071-799 2002 for a copy of your 
FREE Catalogue now - the first stage in making a good 
investment. Alternatively, send your business card to: 
Sue Holgate, FT Collection, FT Business Information 
Ltd, 7ih Floor, 50-64 Broadway, London SW1H ODB. 


FT Buinesf Information LldL, Rcguuvd Office: 
Number One, Somhwwk Bridge. London SE1 9HL. 
Registered in Bn gland No. 980896 


U.S. $75,000,000 

0 

Banco Mexicano Somex S.N.C. 

Floating Rate Notes Due 1991 

In accordance with the provisions of the Fiscal Agency 
Agreement between Banco Mexicano Somex S.N.C. and 
First Interstate Capital Markets Limited, dated as of 4th 
September, 1986 notice is hereby given that the Rate of 
Interest for the next six month Interest Period has been fixed 
at 8.9375% P-3- and that the interest payable on relative 
Interest Pavment Date, 20th March, 1991 in respect of 
U.S. $100,000 nominal amount of the Notes will be 
u!s.’ 54.493.57. 


0 


Reference Agent 

Capital Markets Limited 

20th September, 1990 




US drugs 
company 
faces class 
action suit 

By Karen Zagor 

BOLAR Pharmaceutical, the 
US drugs group, yesterday 
said it was facing a elass 
action law suit for alleged 
violations under the Racketeer 
Influenced and Corrupt 
Organisations Act (Rico) and 
federal securities laws. 

The company was one of the 
most promising US generic 
drug manufacturers before a 
series of scandals earlier this 
year. Including allegations 
that the company had falsified 
lab-test results, forced it to 
make a sharp cut in its 
operations. 

The latest alleged violations 
are associated with statements 
by Bolnr and some of Its 
officers in an application to 
the Food and Drug 
Administration to make and 
market a generic version of 
CanUzem, a Marion Laborato- 
ries drug. 

Bolor said it believed the 
suit lacked merit and added It 
would vigorously defend itself. 

The suit, on behalf of some 
sellers of Marion Laboratories 
common stock, seeks to 
recover “an unspecified 
amount of compensatory and 
treble damages. Interest, attor- 
ney’s fees, costs and 
expenses.” 


Businessland to cut costs and staff numbers 


By Karen Zagor in New York 

BUSINESSLAND. the biggest 
US personal computer dealer 
which sells Apple, Interna- 
tional Business Machines and 
Compaq computers, yesterday 
announced a wide range of 
cost-cutting measures, includ- 
ing a 10 per cent reduction in 
its workforce. 

The San Jose, California- 
based company shocked Wall 
Street In August when it 
reported disastrous fourth- 
quarter results and a bigger- 
than-expected loss for 1989. 


The group said yesterd ay it 
would reduce worldwide inven- 
tories by $5Qm and eliminate a 
layer of management from its 
field sales organisation. At the 
end of 1989, Businessland 
employed 3.500 people. 

Mr David Norman, chairman 
and chief executive, said: “We 
are moving decisively to make 
the tough decisions to bring 
our operating costs in line with 
revenues. 

“The net result will be a 
tighter, leaner organisation 


that will be even more respon- 
sive and competitive in the 
marketplace." 

There was little surprise on 
Wall Street to yesterday’s 
news, and shares in the com- 
pany were unchanged at $2 Vi 
at midsession on the New York 
Stock Exchange. 

Businessland stock was trad- 
ing at about *7 in August, 
before the fourth- quarter 
results were released. 

Among the factors contribut- 
ing to the company’s loss were 


higher spare parts inventory 
reserves and other accruals, 
and deferred vendor credits 
which hurt operating margins. 
Businessland 's International 
operations and its Computer- 
Craft retail business both 
reported operating losses in 
the fourth quarter. 

Businessland said yesterday 
that Compute rC raft, which 
operates mainly in Texas and 
northern California, would be 
merged into mainstream Busi- 
nessland operations. 


Macy may buy back bonds 


By Janet Bush 

R.H. MACY. the New York 
retailer which took on large 
amounts of high-yield debt 
when it was taken private In a 
S3.6bn leveraged buy-out in 
1986. said yesterday that it bad 
plans to repurchase a large 
chunk of its outstanding junk 
bonds with face value of 
Sl.fibn. 

With the junk bond market 
still extremely depressed and 
showing few signs of reviving, 
those companies fortunate 
enough to have access to fresh 
funds are choosing to buy back 
their junk bonds at cheap 
prices, so cutting their Interest 
payments. 

There is some urgency in the 
case of a retailer such as Macy, 
amid evidence that US retail 
sales have been falling sharply. 


The company has an annual 
cash interest bill estimated at 
$600m on its J5.8bn in debt 

Mr Myron Ulhnan, executive 
vice president of Macy, said 
that the company was look- 
ing at five or six different 
ways to finance a bond repur- 
chase. 

Selling" a share stake in Macy 
is likely to be one option. The 
retailer sold a token l per cent 
equity stake to a real estate 
developer this summer for 
$15m and used part of the pro- 
ceeds to retire about $45m of 
its bonds. 

The company's 14.5 per cent 
bonds of 1998 are trading at 
about 54 cents on the dollar 
and other bond issues are 
trading at even greater dis- 
counts. 


Inns group seeks protection 


By Nikki Tait in New York 

PRIME Motor Inns, a New 
Jersey-based company which 
owns or operates more than 
130 hotels and motor inns, has 
filed for protection under 
Chapter 21 of the US Bank- 
ruptcy Code. 

The filings, on behalf of 
Prime and most of its operat- 
ing subsidiaries, were submit- 
ted in the Florida bankruptcy 
courts. 

Similar filings were also 
made by Service, a privately 
held hotel chain based in West 
Palm Beach, acknowledged to 
be struggling. 

Prime has loans of about 
8200m outstanding to Servico 
and its parent company, FCD 
Hospitality, and was obliged to 
write down its investment last 
year. 


Problems have been mount- 
ing at Prime. The company 
became the second largest 
hotel franchiser in the US, 
after Holiday rnn, when it 
acquired Ramada’s and Rode- 
way’s US franchise systems 
last year. 

However, having seen group 
debts rise on the back of its 
expansion programme and 
faced with an increasingly dif- 
ficult property market in the 
US and weak demand, the 
emphasis in recent months has 
been on disposals. 

The company - which made 
a net profit of $77.4m last year 
- said yesterday that its total 
debts currently stood at about 
S550m. Shares in Prime have 
been falling sharply all sum- 
mer. 


Pitney 
Bowes plans 
reshape of 
business 

By Janet Bush in New York 

PITNEY BOWES, the leading 
US supplier of mailing equip- 
ment and retail and office 
systems, yesterday announced 
a reshaping of Us photocopier 
busi ne ss which would result in 
a charge of about 586m against 
its third-quarter earnings. 

The company said file one- 
off charge, of about 68 cents a 
share after t gv , would mean 
that profits in 1990 would be 
lower than those reported last 
year. 

The Stamford, Connecticut- 

based company said i t wo uld 
no longer pursue its strategy 
of re-mannfacturlng used 
copier equipment and would 
instead concentrate on higher 
margin copiers aimed at large 
corporations and “multi-unit 
installations.” 

As part of this shift, it will 
adjust the estimated useful 
lives of copiers from five to 
three years, establish a reserve 
for the disposal of copiers 
which would have been re- 
manufactured following the 
previous strategy and estab- 
lish a reserve for the costs of 
dosing facilities. 

Pitney Bowes earned net 
income of 3253m or $3.19 a 
share in 1989 after taking a 
substantial writedown. 



Telecom Corporation of New Zealand . 

. Adviser on its ..privatisation ta Telecom Corporation f > 
■, of New Zealand Limited recently aoqutt^rfey & £ : -;\v 
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IN TELECOMS, WE’RE THE PEOPLE TO CALL 



Citic Telecommunications limited 

Arranged and structured the finance for CITIC’s 
acquisition of a 20 per cent shareholding in 
Hong Kong Telecommunications Limited from 
Cable & Wreiess pic for HK$10.3 billion, and joint 
lead managed an issue of HK$1 billion five year 
covered warrants which formed, part of the financing. 

MARCH 1990 


As the market for telecommunications grows* so 
too does demand for our expertise in advising on telecoms 
transactions and investments. 

As you can see we have been closely involved in 
some of the world’s most important recent deals. 

Our offices in Hong Kong, London, Madrid and Sydney, 
for example, were all involved in the complex and innovative 
sale of Bond Corporation International’s stake in the Chilean 
telephone network to Telefdnica InternacionaZ de Espana. 

In New Zealand we advised on the privatisation of 
the state-owned telecoms company. 

While in Hong Kong we arranged and structured a 
unique package to finance Citic’s purchase of 20% of Hong 
Kong Telecom. 

Like the telecoms business itself, you see, we are 
both international and innovative. 

So whatever your needs in the world telecoms market, 
you know what to do. 

Call us. 



BARCLAYS de ZOETE WEDD 


^jr 










CHOOSE AN FT DIARY 

TO SUIT YOUR POCKET. 

IVs hardly surprising that the FT Diaries haw a worldwide reputation for the highest standards in both qoaaty or 
presentation and content. No other diary draws on such an autborftatrie source as the Financial Tta«. 

Oar prestigious range erf pocket diaries eontimwa to set the standards others folk*, emnpitfled by the quality of the 
materials used - hcrarious thick paper, beary gilt edges, non-fraying martar ribbons, personaHssdon of your name in rich 
gold Mocking. 

The FT Pocket DUry. 34 Information-packed pages detail 


currencies, stock exchangee and public holidays plus hot* 
restaurants and airports. Comprehensive OK coverage rang 
from airports and car hire to theatres and cinemas. The week 
view diary rone from 3rd December 1090 to 5th January 
1092 giving you an extra month. 

The FT Pocket Diary comes in three bindings to match 
the FT Desk Diary - rich black leather, burgundy bonded 
leather and black leatherdoth. 

The FT Fink Pocket Diary with its unique landaca 
format, week to view diary and FT pink pages Is bound in Ha 
bonded leather. 

Tbe Improved FT Wallet, New slimline, single-fold dest 
in black or burgundy leather with matching silk lining- The wal 
section .holds bank notes and credit cards. GOt comers enso 
greater durability 

Available in two sizes to take either tbe FT Pocket Diary 
FT Pink Pocket Diary 

The FT SQmfine Pocket Diary Covered in black staralat 
leather with FT-pJnk paper and matching ribbon, the FT aimlL._ 
Fbcket Diary* fortnight to view format allows you to check your 
emwinp and goings at a glance - Ideal for the executive on the 
move. 

The FT Wallet Diary. Features the FT Pocket Diary bound 
into a bemtifhl gat-cor ne red Hack leather wallet, lined in black 
molrti silk. It also comes with a jotter pad and a pocket for bank 
notes - you cant get more useful than that. 

rrmu.EcrrmN-A quality PROPOSITION. 

What we've shown here is but a small sample of tbe wide 
range in the FT Collection, so why not send for the FT Collection 
colour brochure and see for yourself - it Is packed with many 
invaluable business essentials from diaries to document cases. 
Contact us now on 071-709 2002, or write to FT Collection, 
FT Business Informal] on Ltd., 60-64 Broadway, London SW1H 
ODB, or send your business card. 

FIRST IMPRESSIONS THAT LAST. 

All Items will be doubly welcome If they are personalised 
with initials and/or surname in high quality, long-lasting, gold 
Mocking. It* this kind of personal touch that enhances the 
pleasure and north to the user. 

THE WORLDS MOST APPRECIATED 
BUSINESS GIFTS. 

Our business gift services include • Gold blocking of 
your logo • Up to eight publicity pages in the diaries and 
personal organiser • Direct despatch of your gifts to the 
recipients together with your compliments slips or greeting 
cards • Samples. 

WewilJ even reserve your choice of FTColIectiou gifts If you 
are unable to finalise your gift list early in the year. 

LARGE ORDER DISCOUNTS. 

Furthermore - order 26 Hems or more from the FT 
Collection and you wig qualify for discounts of up to 25X. 

DISTINCTIVE GIFTS THAT MAKE GREAT 
COMMERCIAL SENSE 

Contact ns now on 071-709 2002 for more details on our 
business gift services, or write to FT Collection, FT Business 
Information Ltd., 60-64 Broadway, London SW1H ODB- 
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HOW TO MX 

BY PHONE. ’tai can pay by awSt cad by placing your order on our CracM 
Card Oder Lina 071-799 2Z74. 

BY FAX. H you wish to pay by cradtcaiti you con fax Ws Ontario us on our 
Cradl Cud Fax Order Line 071 -7BB 2ZB8. 

BY HAH- Rntum this order torro nflh you payment to tho address ghran 
above. 

Payment wraefccompewy your owlac and ebeqjsa3ha*l be drawn on 
a UK bar* account mndeprqrabto to TT Business MomaeonLUT 
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U.S. $100,000,000 

Takugin International (Asia) 
Limited 

Guaranteed Floating Rate Notes Due 1994 


U.S. $100,000,000 



© 


Guaranteed as to payment of 
principal and interest by 

The Hokkaido Takushoku Bank, Limited 


Arab Banking 
Corporation (B.S.C.) 

Floating Rate Notes Due 1996 


Interest Rats 
Interest Period 

Interest Amount per 
U.S. $10,000 Note due 
20th March 1991 


8.25% per annum 
20th September 1990 
20th March 1991 


U.S. $41479 


Interest Rats 
Interest Period 

Interest Amount per 
U.S. $10,000 Note due 
20th March 1991 


8^6% 


per annum 


20th September 1990 
20th March 1991 


U.S. $41733 


Credit Suisse First Boston Limited 
Agent Bank 


U.S. $150,000,000 

IVLARIIME MIDLAND 
g/ BANKS, INC. 

Floating Rate 

Subordinated Notes Due 2009 


Credit Suisse First Boston Limited 
Agent Bank 



ittco njwhewi euuHosacsn 


Interest Rate 
Interest Period 

Interest Amount due 
20th December 1990 
per U3. $10,000 Note 
per U.& $50,000 Note 


8.375% per annum 

20th September 1990 
20th December 1990 


U.S.S 211.70 
U.S.S1.05&51 


Credit Suisse First Boston Limited 
Agent Bank 


FINANCIAL TIMES 

mmU GQQDSEB 

international 

A unique quarterly source of reference, 
from Financial Times Business 
Information , essential to all players in the 
international credit markets— borrowers, 
investors and intermediaries alike. 

For further [nfbnnntion contod: 

Qure Boneft, FT-Credif Ratings International, 

Marketing Department, Financial limes Business Information, 
lower House, Soutbampton Street, London WOE 7HA. 

U. 071-240 9391 Fax: 071-2407946 


£ 200 , 000,000 

Floating Rate Notes Due 1996 

Interest Rate: 153625% 

♦ 

Interest Period: 

19 September, 1990 to 19 December; 1990 

Interest Amount per £10,000 
Note due 19 December; 1990: 

£37553 

Interest Amount per £100,000 
Note due 19 December; 1990: 

£3,75551 

Agent Bank 

Baring Brothers & C<x, Limited 


Nationwide 
Anglia S? 


£75,000,000 
Subordinated 
Floating rate notes 
due 2004 

Notice is hereby given that 
the nates trill bear interest 
at IS s /kV. per annum tram 
19 September 1990 to 
19 December 1990. Interest 
payable on 19 December 1990 
will amount to &38J. 76 per 
S 10,000 note. 

Agent: Morgan Guaranty 
Trust Company 


JP Morgan 


Midland Bank pic 

US$500300,000 Undated 
Floating Rato Primary 
Capital Notes 

Tte Rate of Interest has bean fixed 
at 8.4375% pa Hie Interest 
payable on the relevant Interest 
Payment Dale, March 20. 1991 
against coupon No. 11 in respect 
of US$10,000 nominal of the 
Notes wi be USS4242Z 
Cffltranfc, HMCSSi Dept), 

. AflomBank 
Septambar20, 1030 
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Sasol ponders on its oil windfall | g 

Philip Gawith looks at the prospects for South Africa’s chemicals giantgj 


701094 FOR YOUR FREE | 

FT COLOUR BROCHURE 
RING 071-799 2002 NOW! 

Please return fo: 1 

FT Coll action, I 

FT Business Information Ltd, I 

50—64 Broadway, London SW1 H ODfi. | 

pwramraq 1W: 071-799 2DQ2. %lax: 9Z7 282 F1NT1M O. j 

Fax: 071-789 2288. 

How to complete your order. i 

1. Indicate the quantity and type of cBary you I 

require. I 

2. Indicate how many hems you wish 10 j 

have gold Mocked with your initials andfor I 

surname. I 

OTY EUROPE REBT OF WOULD 8UO TOTAL J 

E OlT SWWCE ICfTY I mum. Iotv c I 


S outh Africa has been 
described, in a famous 
aphorism, as having 
advanced economically by 
windfall and politically by 
disaster. 

Although the history of 
Sasol, the country's giant syn- 
thetic fuel and chemicals com- 
pany, is not replete with 
instances of disaster, economic 
windfall has certainly been a 
feature of the company's devel- 
opment 

Once again, with Sasol on 
the verge of its 40th birthday, 
the world is faced with an oil 
crisis which has decidedly bull- 
ish implications for oil produc 
ers such as Sasol. Indeed, 
Sasol’s share price shot up 25 
per cent during the first 10 
days of the Gulf crisis, 
although it has subsequently 
softened somewhat. 

The Sasol management is 
obviously keen not to over- 
react to what might be nothing 
more than a temporary blip in 
world oQ prices. Mr Paul Kru- 
ger, managing director, com- 
ments: “We can’t base our 
future on the assumption that 
we’re going to see runaway oil 
prices.” 

He notes that tbe political 
conflict In the Gulf will be 
solved and this will merely 
encourage other sources of oil 
supply to be developed. Also, if 
higher oil prices accelerate a 
world economic slowdown, 
Sasol will suffer in some of its 
other markets, such as chemi- 
cal commodities. 

Mr Kruger does add, how- 
ever: “At $23 per barrel oil 
price, we could justify a new 
Sasol plant. 

“It would be economically 



A Sasol plant: most were built as the result of oil crises 
viable, quite lucrative in fact” struction of Sasol 3, for similar 


This reasoning has a femiliar 
ting to it, given that two of the 
three existing Sasol plants 
grew directly out of earUer oil 
crises. The original Sasol 1 
plant in Sasolburg was built by 
the Government in the early 
1950s as part of a strategy for 
the country to become energy 
self-sufficient for security rea- 
sons and as the basis for a 
chemical industry which was 
then in Its infancy. It pio- 
neered what has become 
known as the Sasol Synthol 
process, a two-stage coal-to-gas, 
gas-to-liquid conversion pro- 
cess. 

Sasol 2 was the child of the 
1973 oil crisis. Higher oil prices 
made the expansion of the 
country's oil-from-coal indus- 
try economically viable again 
and in November 1974 the deci- 
sion to proceed with Sasol 2 
was taken. In 1979, the year in 
which Sasol was privatised, the 
Iranian crisis led to the con- 


reasons. , _ 

Between these periods oz 
high oil prices, Sasol was 
forced to diversify its activities 
as expansion of oil-from-coal 
activities was not justified. The 
first such phase, during the 
1960s, saw the establishment of 
a synthetic ammonia plant and 
the production of a range of 
fertiliser feedstocks; the con- 
struction of a naphtha cracker 
for the production of petro- 
chemical raw materials and 
the establishment of the Natref 
refinery. 

F ollowing the collapse of 
international oil prices 
in the first half of 1988, 
Sasol was again compelled to 
broaden the group's income 
base from its very high stake 
in synthetic fuels. 

Earlier In the 1980s Sasol 
had also diversified into fertil- 
isers and mining explosives. 
Al thoug h Sasol is gaining mar- 


tot share with ex^Iosives^i.^fi 
entry into the ^tW-rtfes^ 
coincided with a period of 
longed drought wtach_saw the 
market shrink significantly,^.^ 
and hence Sasal’s sates. 

Now approximately_Pha^.a 
third of Sasol’s RL33bn ($S2Qm), : 
annual pre-tax profit 
from synthetic fuels, 
third from coal and oils- and 
the balance from cbemita&^r^ 
fertilisers, explosives and polyt ; ^ 

mers. ^ '£3 

If the operating profit fHaa.;* > 
Sasol 3, In which Sasol has a 50 4 ^ 
per cent stake, is lncluded^:-^ 
then the contribution front 
synthetic fuels becomes 50 par 
cent This confirms, says^Mr ^ 

Stegmann, that synftiel yroaa c-f:-..g; 
tion remains the mainstream ?? ^ 
of Sasol's business and. w jU da 
so far the foreseeab le fu ture: 

Sasol has capital projects 
the value of R2.6bn undwet^, 
struction or approved. Th eae- - -;- 
include the rejuvenation of. 
Sasol 1, where facilities wiH be&.* : ^ 
ing tfl pwi to produce a mmoan a^.^j 
and high-value products 
as speciality chemicals and^.r-i: 
waxes; an N-butanol ptantm»tg^ 
anode coke plant and the z . : ^ 
expansion of the e thylene_;^4 
recovery plant at ' Seconds; 
(home of Sasol 2 and 3). 

Althou^i a sustained period :;^ 
of higher oil prices may ndse i- ^i 
the prospect of a further syh- 
thetic fuel plant being buSt^^; 
Sasol’s attention in the,-/£; 
short-term will be focused cm ^ 
negotiating with the Govern- 
ment to acquire the 50 per cent y 
stake in Sasol 3 still hdd toitia 
the Central Energy Fund, fbk .Ay.« 
lowing the introduction in Joly V> J'| 
last year of a new tariff protec-' j 
tion formula. ^ 


Burns, Philp held to 2% rise in earnings 


By Bruce Jacques in Sydney 

BURNS, Philp, the food 
technology and hardware 
group based in Sydney, was 
held to a 2 per cent earnings 
rise in tbe year to June by a 
static performance from its 
international yeast and fer- 
mentation division. 

The company's net earning s 
rose to A$53.9m (US$44.9m) 
from A$52.8m, an a 12 per cent 
rise in revenue to A$?,lbn from 
A$L9bn. The final dividend is 
steady at 7 S cents a share. 

Despite a little changed 
profit contribution of A$575m, 


Barns, Philp’s yeast and fer- 
mentation operations remained 
its main profit spinner. 

Tbe hardware division lifted 
its contribution to A$30JSm 
from A$23.5m, while profits 
from Its Pacific trading 
operations rose to A$13m from 
AglOlm. 

The contribution from the 
group’s QBE Insurance associ- 
ate rose to A$21.7m from 
A$20.]UL 

But the investments and 
head office division produced a 
loss of A$l&9m, an increase of 


nearly 60 per cent on the previ- 
ous year's AglOAm loss. 

Mir Andrew Turnbull, man- 
aging director, described trad- 
ing conditions through most of 
the group as difficult, with 
hardware operations particu- 
larly hit by a downturn in 
building activity. 

“Although there are emerg- 
ing signs that housing activity 
has bottomed and could be 
expected to improve in the 
coming year, the significant 
profits’ increases of the pest 
two years from the hardware 


Mine group h 

By Lim SiongMoon in Kuala Lumpur 

MAT. A VST A Mf-n-intr ■ - U*ha i 


MALAYSIA Mining 
Corporation, the country’s 
largest mining group, reported 
a 51 per cent drop in pre-tax 
profits to M$30m (XJSSllm) for 
the first half to July. This com- 
pares with M$72m during the 
same period in 1969. 

With prices still depressed, 
MMC, which has been badly 
hit by weak tin prices and low 
sales in recent months, said it 
could only be “cautiously opti- 
mistic” about improving on th^> 
results in the rest of the year. 


The impact 'of the group’s 
dependence on tin has again 
focused its attention on diver- 
sification both at home and 
abroad. 

Its main overseas businesses 
so far are tin mining in Thai- 
land and gold and diamond 
mining in Australia under Its 
46 per cent holding in Aston 
Mining. 

The few projects which are 
in the pipeline include copper 
mining in Malaysia, ilmenite 
extraction on China’s Hainan 


island,' where MMC has estab- 
lished a venture with Japan’s 
Marubeni, and a project to pro- 
duce sulphuric acid and 
titanium. 

MMC’s mid-year turnover 
stood at M$490m, down 17 per 
cent from M$587m in the same 
period last year. Profit after 
tax was M$l7m, or M$0J)4 a 
share compared with MfO.lO 
previously. 

The group has proposed a 
maintain ed interim dividend of 
20 per cent gross. 


operations are unlikely to be 
repeated in 1991,” Mr TumbuU ^ J 
said. . ' 4*3 

He added that the company's 
fermentation business was-. 
bound to be affected by higher 
fried costs, but results for the 
first half of the current year Vi-t 
should not be “materially dlf- 
ferent” from those of last year- i:- ■ 

The profits were subject toir^ 
tax^af AS4.6m compared with . • 
A$8fa5m previously and depreci- 
ation of A$82.7m against^ 
A$52.8m. Net interest expense 
rose to A$G&2m from AtS0.4zfi.. . 

| Malaysian group ; 
leaps by 139% 

By Urn Slong Hoon ; 

ORIENTAL Holifings, one of 
Malaysia’s largest industrial 
groups, yraterday posted a 189 
per cent rise in pre-tax profits : ■ 
to MJlllm (US$4lm) from' 
M$47m for the first half to 
jinm. 

Profits after tax advanced to ' •*' 
M$72m or M?0.67 a share, cmn- 
pared with M$0^7, while turn- ^ 
over rose by 143 per cent, to -vi 
M$Ulm from M$4ftn. A roam- 
talned gross interim dividend \ ^ 
of 12 per crot was propo^d. - 4 


Arnotts plans marketing 
drive to improve earnings 


By Bruce Jacques 

ARNOTTS, Australia’s largest 
biscuit maker, is looking to 
marketing initiatives to boost 
results following a sluggish 
earnings performance in the 
year to June. 

The company’s net profit 
edged up 4 per cent to A$47-2m 
(US$23. 7m) from AS45.4m but 
sales slipped nearly 6 per cent 
to A$727.6m from A$770.6m, 
Annual dividend is up to 23 
cents from 21 cents a share. 
After-tax profit was A$32.9m 
against A$&3m and depreda- 
tion AS25.1m from A$2S-2m. 

The company’s growth was 
held back by a court decision 
preventing it from acquiring 
the rival Nabisco biscuit 
group's Australian operations. 



Directors said they bad 
decided to write off A$9J)m, the 
value of loans and associated 
acquisition costs. But they said 
strong future profit growth 
was expected from a series of 
initiatives taken late in 1988. 

“The basic thrust of this 
strategy is to generate contin- 
ued growth by maximising the 
scale of Arnotts' core biscuit 
activities," they said. 

“This includes both produc- 
tivity improvements . . . and 
the creation of growth opportu- 
nities by increasing the compa- 
ny’s penetration of the away- 
from-home snacking market. 
The strategy also involves the 
orderly divestment of unre- 
lated businesses.” 


U.S. $100,000,000 
BBL (Cayman) limited 

(Incorporated me kmilal liability company in the Cayman ZHaadil 

Guaranteed Floating Rate Notes Due 2000 
Unconditionally guaranteed by 


Bangkok Bank Limited 

(Incorponaed with tintited liability in ihc Kingdom of Thailand) 

Notica aharabygtaNi fodtteutaraatpayabfaan tho ralavarthhNUathiyBmitDatq, 
October 17, 19TO for ita pwied April 17, 1990 to Odebar 17, 1990 ugaM 
CowpowNtt.il raraip«d of USSIOjOOOuatuhfliofSiENatoiwa bo USS 423-14. 

September 20, IPVO.lextdon /VT7DAIU/n 

k By. GfconkNA fCSS D*pHAo*rt Bonk UI/EVUVIVj 


LC.L International Finance Limited 
US$100,000,000 

6 3 A per cent. Convertible Guaranteed Bonds due 1 997 

unconditional]} and irrevocably guaranteed is to payment of principal, 
premium (if any] and interest by, and convertible into Ordinary Shares of. 

Imperial Chemical Industries PLC 

On behalf of tire Issuer. S.G. Warburg & Co. Ltd. hereby gives notice to former 
Bondholders of the above-mentioned Bonds that in accordance with Condition 
5(G) of die Bonds the Truster elected to apply, in subscription of Ordinary Shares 
at d» Conversion Price applicable oa 24th Auguw, 1 990. the principal uaotunof 
such of me Bonds due for redemption on such dare as had not been duly presented 
for redemption before dbe dare of such election. 

The Ordinary Shares aSoctcd on wdi subscription have been sold and the net 
proceeds or uk have been am verted into Ui dollars and paid ra die Principal 

^ 10 'tf hoU «l of ** » upnSed 

Bonds. U.S.S 2.0J8 J I is therefore now payable on each unpresen red Bond. Such 

S.G. Warburg Sc Co. Lad. 

2 Finsbury Avcrute, London ECZM ZPA 

or at the office of one of die ocher paying agenre named on the Bonds. 

^ 20th September, 1990 


Den norske Bank 

U.S.$ 150,000,000 

Rooting Rote Capital Notes due March 1 991 
In accordance with the provisions of Hie Notes, notice is hereby 

of the Notes will be 0,448.25. ^ “WO 0 nominal 

September 20. 7 990, London 

By. Citibank, NA (CSSI Dept J, Agart Bonk Cf77HAAKQ 
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COMA LCO FINANCE 
LIMITED 

IBSUMtetel 

Gonrantoed Aoallng 
Rata Notae due 1993 

Node* khmbygbuaLtbotJbrtki 
inUrtMt period 20th StpUmbn-t 990 
to 20A Dtcembcr. 1990 As murtsc 
rmtbar bMnfis t i mS a Adb umnu t 
pe/abU on 20tk December 1990 —ill 
mnamta ot USS206M per 
USSWPOONou. 


Agenfc Morgan Guaranty 
True* Company 

JP Morgan 


NBD BANCORP, INC 
US$100,000,009 
Floadng Rate 
Snbordl anted 
Note* do* 2005 

Notice Is hereby given that for dre 

internet period 20lhSepUnber, 1990 
to 20th December, 1990 thelnUrert 

mrAtttmi/bNiillfldkitoM 

payable an 2ft* December, 1990 will 
ammo* to U5S2IBJ2perVSSiOJJ00 
Note. 

Agent: Morgan Gvaruly 
Treat entnpmiy 

ffMnf 


AB Svensk Exportkredit 

(Swedish Export Credit ‘^rporatitm) 

U.S. $125,000,000 

Floating Rate Notes due March 1992 

Frir ihu m* mc^chs L9th September. 1990 to 19th March. 19*1 the 
Nates mil cany an interest rate of 1 0% per annum wirkYZT ™ 
amount of U.S. S50Z.7S rcr U.S. S10 000 
19th March, 1991. biL.xtoo Note, payable on 

fl Bankers Trust 

Company. London AgeotBank 
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international capital markets 

big Teague Greenspan comments on 
lenders have inflation weaken Treasuries 

stable rating By jBnst Buah in New York and s,mon London in London 

O US TREASURY bands were 


✓ L 

N. 


By Simon London 

THE CREDIT quality or 
multinational lending institu- 
tions remains stable in the 
face of continuing doubts 
about the quality of loans to 
developing countries and the 
opening up of new investment 
activities In eastern Europe, 
according to Standard 
& Poor's, the US rating 
agency. 

The nine multinational lend- 
ers covered by S&P have about 
SllObn of rated paper out- 
standing in the international 
debt markets. 

The asset quality of several 
supranational institutions, 
including the World R*nir and 
the African Development 
Bank, deteriorated sharply in 
the late 1980s as borrowing 
nations ran into payment 
problems. 

However. S&P notes that 
last year saw the first signs or 
stabilisation and that most 
institutions are proceeding 
cautiously with investment 
activity in eastern Europe. 

Comparison of asset quality 
between institutions is compli- 
cated by different acco untin g 
policies adopted by them. 

For example, the African 
Development Bank places 
loans on “nonaccrual** or non- 
performing status after 12 
months, with discretionary 
loan loss provisions made 
for arrears exceeding two 
years. 

Against this, the Interna- 
tional Finance Corporation 
(the private sector affiliate of 
the World Bank) takes a more 
conservative view, placing 
loans on nonaccmal when 
arrears exceed just 60 days 
and making immediate loan 
loss provisions if deemed nec- 
essary. 

The biggest deterioration in 
loan arrears last year was 
experienced by the Inter- 
American Development bank, 
where nonperforming loans 
rose to 8.3 per cent of the total 
loan book, against just 2.6 per 
cent in 1988. 

Loans to Nicaragua, Peru, 
Panama and Honduras total- 
ling 6245m were placed on 
nonaccrual during the year. 

S&P notes that Honduras 
came out of nonaccrual earlier 
this year and Panama may fol- 
low suit before the year end. 

Outstanding loans to Peru 
and Nicaragua are likely to 
remain so while both econo- 
mies suffer acute shortages of 
foreign exchange. 

However, other institutions 
with significant loan arrears 
improved their situation in' 
1988. For example, the African 
Development Bank cut non- 
performing loans bom 9.4 per 
cent to 3 per cent by offering 
both stick and carrot to bor- 
rowers. 

Until now the AFBD has 
been tolerant of administra- 
tive delays in repayment, but 
the “grace periods” before 
sanctions are applied are to be 
reduced from January 1991. 

Yet the AFBD Is also assist- 
ing borrower nations with the 
management of debt in an 
effort to improve the arrears 
position. 

The AFBD’s senior debt rat- 
ing has been raised from AA-t- 
to the top-quality AAA rating, 
and subordinated debt from 
AA- to AA. 

Other than underlying asset 
quality, S&P bases its assess- 
ment of credit-worthiness on 
the support of member govern- 
ments. 

There is particular emphasis 
on callable capital bom mem- 
ber governments which them- 
selves carry an AAA rating. 

Thus, while the loan hook of 
the Inter-American Develop- 
ment Bank has deteriorated, 
support of major shareholders, 
principally the US Govern- 
ment with 34.5 per cent of sub- 
scribed capital, is undimin- 
ished. 

Subscription to the lABD’s 
seventh capital replenishment 
programme closes at the end 
of next month and the signs 
are that member support 
remains strong. 

About 44 per cent of the 
IABD's callable capital comes 
from governments with AAA 
ratings, against just 29 per 
cent for the African Develop- 
ment Bank. 

Another key consideration 
in assessment of credit quality 
is gearing and leverage, 
although the major multina- 
tional lending institutions 
have strict and conservative 
controls written into founding 
statutes. , 

So although the Interna- 
tional Finance Corporation 
has higher leverage than other 
multilateral development 
banks. Its leverage remains 
well below that of interna- 
tional commercial banks. 

Mixed results at 
Sp anis h brokers 

SPANISH brokerage firms saw 
net profit on shareholding 

fall bv 31 P er CMrt s ^ c " 

ond quarter of 19B0 to 
Pta967m <S9.9m), Reuter 

reports. „ 

The Stock Exchange Com- 
mission said profit on commis- 
sions rose I 1.3 P« cent to 
PtaL0.38tm. 
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By Janet Bush in New York and Simon London in London 

US TREASURY bonds were ■ 

mixed at midsession yesterday BENCHMARK GDI 

as the market attempted to 

absorb a great deal of interest- , gw? 

mg testimony from Mr Alan Caupa11 _ 

Greenspan, Federal Reserve CILTS ff.500 m 

chairman, as well as the Fed's g£oo 

i?Sl BeiEC 80011 01 eCm0nliC US TREASURY - fl. 750 W, 

repons. a . 750 00/20 

At midsession, short-dated rr= 

maturities were quoted A point itoiso a too own 

lower, while the Treasury's asns — ==: — 

benchmark long bond was up CEBMAWY Si?? — ° afl>0 . 

point for a yield of 9.02 per FHANCE B ™j; | *o n/vs 

The market generally weak- CANAOA * iojoo 07/00 

ened on Mr Greenspan’s Netherlands b.ooo 07/00 
remarks and rallied again after Australia 13.000 07/00 1 

the Beige Book was published, loo** cMng. -dencre* nSTyKTSS 
Mr Greenspan appeared to vioiaa: Local market standard 1 
show more concern about infla- 
tionary pressures than about — . 
the risk of recession. 

He said be saw no cumula- were generally slowing, 
five unwinding or US economic There was little mention of 
activity and that the core rate inflationary pressures in the 
of inflation had crept higher report 
despite the slowing of the econ- A helpful background factor 
Omy. yesterday was a modest fall in 

He expressed concern about crude oil prices, with October 
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the effect on tbe yield curve, 
which has already steepened 
considerably in recent weeks, 
of an easing in monetary pol- 
icy. 

Mr Greenspan also said that 
the Fed aimed to maintain 
moderate growth. 

The long end of the market 
then recovered after the Beige 
Book came out This will be 
used as a guide to Fed policy at 
the Federal Open Market Com- 
mittee on October 2. 

The overall message of the 
report was that economic activ- 
ity in most Federal Reserve 
districts is decelerating or 
declining. 

The report also said that 
consumer spending varied 
widely from district to dis- 
trict but that rates of increase 


were generally slowing. 

There was little mention of 
inflationary pressures in the 
report 

A helpful background factor 
yesterday was a modest fall in 
crude oil prices, with October 
futures quoted 76 cents a bar- 
rel lower at $32.65 at midses- 
sfon. 

■THE UK government bond 
market weakened on com- 
ments from Bundesbank chair- 
man Mr Karl Otto Pohl which 
seemed to rule out early UK 
entry to the European 
exchange rate mechanism. The 
benchmark 11% per cent 3003/ 
2007 gilt closed the day at 99% 
to yield 11.787 per cent, against 
11.77 per cent on Tuesday. 

However, analysts suggest 
that the market may have fur- 
ther to go when the implica- 
tions of Mr Pohl's comments 
become clear. 

Some estimate that yields 
will move out to 11.90 per cent 
in the next few days. Bundes- 
bank opposition to sterling 
ERM entry until UK and Ger- 
man inflation rates show signs 
of converging could push back 
entry date until mid-1991 or 
later. 


Tocftnfcal Oata/ATLAS Prtco Soutcoa 

Gilts may also suffer as ster- 
ling loses support on the for- 
eign exchange markets. Yester- 
day sterling fell from DM237 to 
around DM235 and against the 
dollar from SI 30 to $1.86. 

Statements by Mr Green- 
span. suggesting that mone- 
tary policy was unlikely to 
case before the end of this 
year, also Increased the pres- 
sure an sterling. 

■THE RECENT slide in Japa- 
nese government bond prices 
was halted in Tokyo trading, 
with the benchmark No 119 
issue closing on a yield of 8325 
per cent against 8.56 per cent 
on Tuesday. 

In the futures market the 
December contract closed up at 
8737 from 87.68, on a healthy 
volume or 65300 contracts. 

■TRADE in German govern- 
ment bonds was thin, with the 
benchmark 8% per cent 10-year 
bund dosing at 96.60 on a yield 
of 9.02 per cent, little changed 
from yesterday. 

On the futures market the 
December bund future dosed 
at 81.15, a shade above an 
opening price of 81.12 on a vol- 
ume of 25,200 contracts. 


Simex to waive fees on futures 


THE Singapore International 
Monetary Exchange (Simex) is 
to waive or partially waive 
clearing fees on Its three- 
month Euromark interest-rate 
futures contract due to be 
launched today, Reuter 
reports. 

Clearing fees will be waived 
on marketmaking trades by 
designated marketmakers and 


on trades of more than 3300 
contracts a month by 
designated market supporters. 

Simex will offer a rebate of 
50 per cent on clearing fees on 
volume up to 3,000 am tracts 
per month. And general 
market partidpants will get a 
rebate of 50 per cent on 
clearing fees an all trades. 

Bankers Trust, Dresdner 


Bank, Morgan Guaranty Trust . 
and Swiss Bank Corp are i 
designated marketmakers for ! 
the Euromark contract. This 
will duplicate the London 
International Financial 
Futures Exchange contract and 
will be the third of its kind to 
be traded in Singapore. 

Simex also trades Euromark 
futures and options contracts. 
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The Republic of Venezuela 

Notice of Meeting 

To the holders of the 
U.S. $167,000,000 
Floating Rate Notes Due 2003 
of 

The Republic of Venezuela 


iD3faUaetng(l)ie-M8Otin3‘)Ofth0holtlBf»(lfte 'NOteftMWrs I of the Notes is convened by the Republic and wiM bo hold DM1:00 a.tn. onlztfi Odoof w, Tssuai moijitCBS 
of ShuiQfner and May as 16 Coiarean Street. London EC2 (or. >1 tear, munedutefy after me conclusion of me mooting al holders of U.S. 5167,000.000 Floating RataNotea 
Duo 1398 issued oythe Repubvc convened lor 1030 a.m. on the same daw and ai met samaiocaLoti) tor ms purpose of considering and, if thought RL F-assing the resownon 
sot out Datour wtitcti wiD be proposed as an Extraordinary ResoVrtion. 

The purpose of the Extraordinary Resolution >9 to permit Ihe hnptenwntaiion Of the Financing Plan referred to beta* Details of the background to, and the reasons tor. the 
proposed Extraordinary Resolution are contained m the Explanatory Statement referred to befcn* copies of which are available tor collection by NovefuUdera at me specified 
offices of the Fiscal Agent and the other Paying Agents [log other, me 'Agents’], me addresses of which are stated below. 

The resa&dian to t» proposed at the Meeting is as tollows:- 

EXTRADRCMNARY RESOLUTION 

-THAT this meeting of the holders of the U.S. Si67.000XKXJFtoeSng Rate Notes Due 2003 (mo 'Notes') of The Republic of Venezuela (me ■Republic']. Issued pwsuam to 
a Focal Agency Agreement (the -fiscal Agency Agreement*) dated 22nd December, issa and made between the Republic, The Chase Manhanoi t Sank. N-A. and others, 
hereby:- 

(i) irrevocably waives the peovWonso* the Terms and CondRioos (die 'Conditions') of the Nqibs which (a| require In CandUion 7 that the obligations of the RejMbGc under 
the Notes win rank u aH lanes a leastpsri passu ui priority of payment, in nghi of security and in all other respects with an olher Debt (as deflr wd m Condition 7) Of me 
Republic. (0| require m Condition 7 that if any Security Interest (as defined in Condition 7) is created to secure External Indebtedness (as defined in Condition 7), the 
Republic will cause such Security interest equally and rmeably to secure ns obhgaaons under me Notes, or (c] result In an Event of Dolault (as defined In the 
CentLDonsl. to the extent necessary to permit (and accordingly swh provisions shall not apply to) the creation ol Security Interests securing or providing wine 


(together with the teiaied documentation therefor, and as amended or modified in accordance with me terms of such documentation, me 'Finat icing Plan ,\ and turtbor 
irrevocably waives any other provision (if any] of the Condifcons inc Hiding any Event erf Default (and accordingly such provision shad not apply! sole ly to fr ie extent that 
such provision would apply to. conflict with, impede, be Inconsasteni with, or require the Republic. Banco Central de Venezuela or any National Governmental Agency 
(as defined >n me Conditions) to take any acton as a result cf. the creabon ot the Security Interests referred to above and the issuance of any of the bonds and notes 
contemplated by the Financing Plan and as described in the Explanatory Statement; 

fit) son mens every modJicalion, abrogation, varaum or compromise ol. or arrangement in respect of. the rights of the holders of the Notes andtor the holders of the 
coupons appertaining thereto against the Republic involved in or resulting tram the passing of this Rasohmon; and 
(si) ourhonses me parties to the fiscal Agency Agreement to execute an such documents and to do all such other acts and things, in each case, as may be necessary to 
carry out and give sheet » aw Extraordinary Resolution.* 

The attention of Notenoiders Is particularly drawn to the quorum required tor me Meeting and for an Adjourned Meeting which is set out in paragraph 2 of "Voting and 
Cuonim'oolaK. 

VOTING AND QUORUM 

la hoiderofMoresmirearer form ('Bearer Notes'] wisrung to ahBnd and vote at tneMoeungm person must produce at the Meeting either the Bearer Motes, or one or more 
vaLd voting centficates issued by one of the Agents relating to Ute Bearer Notes, in respect ol winch he wishes to vole. 

A holder of Bearer Notes nor wishing to abend and vote at the Meeting in person may deliver his Bearer Notes or voting certificates to the person whom he wishes to attend 
on his behalf or give a voting instruction (on a voting instruction form obtainable from Ihe specified office ol any of the Agents, the addresses of winch are set out below) 
instructing an Agent to appoint a proxy to attend and vote a: me Meeting in accordance with the voting instruction. 

Bearer Notcm may be dapoafted with me Flacat Agent or any of the other Agents for the purpose of obtaining vqflng cert i f i cates or appointing proidea at any tfano 
untU 48 hours before the Brno fixed for the Meeting, but not thereafter. For trus purpose. Bearer Notes held in the Eurodear Clearance System in a "blocked' account or 
by CEDEL S. A in a Msckad internal account, notice Ol wruch has been given by the Eurodear Operator or, as Ihe case may be. CEDEL S.A. to the Fiscal Agant. wiH be 
treated as (hough such Bearer Notes had been deposited w.th the Fiscal Agent. Voting instructions and instructions to issue voting certificates will in such circumstances be 
given to the Fiscal Agent by the Eurodear Operator or, as the case may be. CEDEL S -A. Bearer Notes so deposited or held will be released at the conclusion of the Meeting 
(or. if jpphcabJe. any adjournment of the Mealin'; lor wtoch voting certificates and insmcikma mil be valid) or upon the surrender to the Agent which Issued the same of the 
voting certificates or, being not less than 48 hours before the time lor which the Meeting (or, it applicable, any adjournment of the Meeting) is convened, upon the surrender 
of the voting instruction receipts Issued in respect thereat and notice of such surrender being given by such Agent to the Republic. 

2. The quorum required at the Meeting consists of two or more persons present in person (not being the Republic, Banco Central de Venezuela or any National 
Governmental Agency) holding Notes or voting certificates or being proxies and being or representing in the aggregate a dear majority In principal amount of the Notes lor 
the lone being outstanding and not held by or on behalf ol the Repubtfc, Banco Central de Venezuela or any National Governmental Agency as beneficial owner. If within 
halt-an-hour Irom the time appointed for the Meeting a quorum is not present, the Meeting will be adjourned lor such period, not being less than twenty-one days nor more 
lhan tarty- two days, and to such time and place, as may bo appointed bythe Chairman ot the Meeting. At least fourteen days' notice of an abfoumment of the Meeting win be 
given. The quotum at an adjoummeni of the Meeting will be two or mare persons being or representing Noteholders whatever the principal amount ot the Noies so held or 
represented, who shall have the power to pass the Extraordinary Resolution and to decide upon an matters which could property have bean dealt with at the Meeting from 
which the adjoummeni took place should a quorum hove been present at such Meeting. 

3. Every question submitted to the Meeting or the adjourned Meeting wifl be decided by a show of handsunfcrea apa(l is demanded by the Chairman of the Meeting or by ttw 
Republic or by one or more persons holding one or more Notes or voting certiflcala& or being proxies and being or representing in the aggregate the holders ot not less than 
two per cent of the principal amount ot me Notes then outstanding and not held by or on behalf of the Republic. Banco Central de Venezuela or any National Governmental 
Agency as beneficial owner. On a&how of hands every person who is present in person and produces a Bearer Note or voting certificate oris a proxy shall have one vote. On 
a pod every person who is ao present shaD have one vote in respect of each U.S. S10.000 principal amount of Notea so produced or represented by the voting certificate so 
produced or In respect of which he is a proxy. No votes may be exercised in respect of Notes held by or for the account of the Republic. Banco Central de Venezuela or any 
National Goven mental Agency. On a show ol hond3 a declaration by the Chalrm an ot the Meeting that a resolution hots been carried or carried by a particular majority or tost 
or not carried by any particular majority wifi be conclusive evidence of the fact without proof of the number or proportion of the votes recorded in favour of or against such 
resolution. 

4. Tb be passed, the Extraordinary Resolutkm requires a majority in favour consisting of not less than two-thirds of the persons voting thereon or. It a poll is duly demanded, 
by a majority consisting of not less than two-thirds of the votes cast on such poll, if passed, the Extraordinary Resolution will be binding upon afl the Noteholders, whether 
present or not a! tta Meeting, end upon all the Itoldars of the coupons appertaining thereto (the 'Couponholders'), and each of the Noteholders and Couponholdeni wlH be 
bound to give elfeet thereto aecotdingly. 

AVAILABILITY OFDOCUMBfTS 

Copies of the Fiscal Agency Agreement (together with the Banco Central Undertaking and the Agent Bank Agreement referred to therein) and the Financing Plan referred to 
above may be Inspected, and voting Instruction forms, voting certmcates and coplea of the Explanatory Statement may be obtained, by Noteholders at or horn the specified 
offices of the Fbcal Agent and the other Paying Agents, the addresses ot which are set out below. 

FISCAL AGENT AND PRSfCtnU. PAYING AGENT 
The Chose Manhattan Bank, NJL, Mtooigaie House, Catanan Street, London EC2P 2HD 

PAYING AGENTS 

Bonque Bnaeftoa Lambert SJL, 24 Airanue Mamix, B-1050 Brussels 
Chase Manhattan Bank (SMtmfBndX 63 Rue <tu Rhbna, CH-1204 Geneva 
Cftaae Manhat tan Bank Luxembourg SJL. 5 Rue Plaotla, L-2338 Luxembourg-Qrund, Luxembourg 


Dated 2ffih September 1990 


The Chase Manh at tan Bank, NLA, for and on behalf of the Republic of Vanezuefa 


TMS NOTICE IS IMPORTAIfT AND REQUIRES YOUR IMMEDIATE ATTENTION. F YOU ARE IN ANY DOUBT ABOUT THE ACTION YOU SHOULD TAKE,^ YOU SHOULD 
CONSULT Y0UH PROFESSIONAL ADVISER. 


These securities hove been sold outside the United States of America and Japan. 
This announcement appears as a matter of record only. 


NEW ISSUE 


September 20, 1990 


Osaka, Japan 

DM 100,000,000 

5V4% Bonds 1990/1994 with Warrants 

to subscribe for shares of common stock of 
Shinsho Corporation 

The Bonds are unconditionally and irrevocably guaranteed by 

Hie Dai-IchJ Kangyo Bank, Limited 

OFFERING PRICE; 100% 

Application will be made to list the Bonds with Warrants, the Bonds and the Warrants 
on Ihe Frankfurt Stock Exchange. 

NOMURA BANK (DEUTSCHLAND) GMBH 


YAMAICHI INTERNATIONAL 

(DEUTSCHLAJVD) GMBH 

DRESDNER BANK 

AKTTENGESELLSCHAFT 


MITSUI TATYO KOBE BANK (DEUTSCHLAND) 
GMBH 


BANK OF TOKYO (DEUTSCHLAND) 
AfOTENGESELLSCHAFT 

COMMERZBANK 

AKT1ENGESELLSCHAFF 

DEUTSCHE BANK 
akhengesellschaft 

DG BANK 

DEUTSCHE GENOSSENSCHAFTSBANK 

INDUSTRIE BANK VON JAPAN (DEUTSCHLAND) 
AKTIENGESELLSCHABT 

THE NIKKO SECURITIES CO., (DEUTSCHLAND) 
GMBH 

SCHWEIZERISCHE BANKGESELLSCHAFT 
(DEUTSCHLAND) AG 

V ERE I NS- UND WESTS ANK 

AKT1ENGESELLSCHAFT 


DAI-ICHI KANGYO BANK 

(DEUTSCHLAND) AG 

BAYERISCHE VEREINSBANK 

akhengesellschaft 


SANWA BANK (DEUTSCHLAND) AG 


BHF-BANK 


DAIWA EUROPE (DEUTSCHLAND) 
GMBH 

DEUTSCHE GIROZENTRALE 
-DEUTSCHE KOMMUNALBANK- 

ROBERT FLEMING (DEUTSCHLAND) 
GMBH 

MORGAN STANLEY 
GMBH 

NIPPON KANGYO KAKUMARU (EUROPE) 
LIMITED 

TOWA INTERNATIONAL 

LIMITED 

YASUDA TRUST EUROPE 
LIMITED 
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INTERNATIONAL CAPITAL MARKETS 


Chicago futures 
exchanges plan 
broader links 


National 
Grid agrees 
to changed 
credit terms 


World Bank issues ease supply shortages 


By Tracy Corrigan 


By Barbara Durr In Chicago 


By Deborah Hargreaves 


CHICAGO’S two main futures 
exchanges have broken more 
than a century of rivalry and 
agreed to form a Joint commit- 
tee to address common goals 
and competitive challenges. 

The Chicago Board of Trade 
(CBOT) and the Chicago Mer- 
cantile Exchange (CUE) have 
approved the creation of a 
standing joint committee 
which wm warn™ ways to 
achieve cost savings and 
increased efficiencies in inter- 
national marketing; systems 
development, operations and 
dealing. The new body wffl be 
called the Futures Exchanges 
Common Goals (FECG) com- 
mittee. 

The two Chicago exchanges 
have seen their world market 
share decline steadily over the 
last decade as futures trading, 
on which they once held 
almost a monopoly, spread 
around the globe. 

Last year, they together 
accounted for just over half of 
futures and futures-options 
trading worldwide. 

The two exchanges had 
begun to co-operate in the last 


few years on technology. In 
1985, they jointly developed a 
computerised trade reconstruc- 
tion system to improve the 
trade audit trail 

Last year, they agreed to co- 
develop the hand-held elec- 
tronic trading card, called 
AUDIT, and in May this year, 
the CBOT abandoned develop- 
ment of Its own after-hours 
automated trading system, 
Aurora, to team up with the 
CME and Reuters on the 
Globes system. 

The decision to broaden 
co-operation is now expected to 
help achieve some savings for 
their member firms, many of 
whom operate in both 
exchanges. 

Mr Leo Melamed, chairman 

of the CUE’S executive com- 
mittee, will co-chair the new 
joint FECG committee along 
with Mr O’Connor, chairman of 
the CBOT. Mr Geldermann, 
rhairman of the CME, and the 
presidents of both exchanges, 
the CBOTs Mr Thomas Dono- 
van and the CHE’S Mr William 
Brodsky, will also serve as 
members. 


French Treasury signals 
disapproval of rate rise 


By Geovgo. Graham In Paris 


THE National Grid Company, 
which runs the UK’s 
electricity transmission 
Systran, agreed to a change in 
the terms of its £750m 
revolving credit facility at a 
meeting with Its bankers 
yesterday. 

The changes come after the 
loan met with a disappointing 
reception in syndication. 

Ihe maturity of the loan has 
been reduced from seven to 
fire years, bringing it more 
closely in line with the 
five-year borrowing 
requirements of the 11 
regional electricity 
distribution companies. 

The company has algo raised 
the fees payable to 
participants in the syndication 
of the loan, but levels have not 
been disclosed. 

No changes have been made 
to the underlying pricing 
which carries a margin of 15 
basis points over the London 
Interbank offered rate. 

The meeting yesterday gave 
National Grid a chance to 
outline its corporate s trate gy 
to an assembly of bankers. 

NafWest, the arranger of the 
facility, said it was more 
iMwfMwit of tim success of s** 
loan in syndication after the 

pwe nlali nn. 

However, other hnwim were 
less sanguine that the changes 
in the terms of toe loan would 
have any effect on its 


THE WORLD BANK brought 
fresh supply to three sectors 
which have been starved of 
issuance. Offerings In yen and 
lira were increased shortly 
after launch. 

In the Euroyen sector, the 
World Bank brought a YSOhn 
five-year deal via LTCB Inter- 


INTERNATIONAL 

BONDS 


national The sharp rise in yen 
bond yields since the start erf 
the Gulf tension produced a 
high per cent coupon for 
the bonds, which proved 
attractive to many coupon- 
hungry accounts, although the 
new issue does not offer a sub- 
stantial yield pick-up over sec- 
ondary market paper. 

The most recent d oa l In the 
sector was a Y25bn offering of 
8% per cent European Invest- 
ment Bank bonds, bat that 
deal was less widely distrib- 
uted, dealers said, and there 
has been a very limited supply 
of liquid bonds. The issue was 
quoted at less L55 bid, within 
1% paint foes. 

The World Bank’s L300bn 
deal was the first since British 
Gas came to the market in 
July. The 12% per cent five- 
year bonds wore launched by 


IstUnlo Bancario San Pado di 

Torino. 

A supra-national was 
preferred by the Ma lian Trea- 
sury for the reopening erf the 
market, as bonds issued by 
such borrowers, and by Italian 
st ate-g uaranteed issuers, are 
exempt from 30 per cent with- 
holding tax, dealers said. But 
an issue from a non-tax-exempt 
borrower is expected to follow 
shortly. The deal met strong 
demand from w?l ian investors 
because of its tax-exempt sta- 
tus, and was quoted around 
99.90, 20 basis points inside 


match assets better and afford 
some protection against the 
erosion of value due to cur- 
rency losses. 

Banesto issued perpetual 
VKNs simultaneously in dol- 
lars and Ecu, both with the 
same pricing Merrill said the 
identical pricing of the transac- 
tions was a strong statement 
that Issuers should and do not 
have to pay a premium to issue 
In Ecu. 


Several other banks 
to be close to Ecu transaction®* 
which appear to 
growing demand from Euro- 
pean investors. However, some 
analysts lamented the opening 
of an Ecu VRN market by a 
rather weak credit, wmen 
could dampen some investors 
appetite for such paper, they 
said. 

Merrill hopes to increase 
both the Ecu and dollar 


rivals at a later .date> : , 

11 As expected, Pfettotoo* Jfcxt A 

vear deal vial Swiss BantCor-^ 
poration. ThellSi per " 

bonds, which offer a 825bsc?!»; . . 
point spread over Treasur^ i^ 
SS largely PTMftyaj- 

In the equity-linked seeux^v*^ 

Mitsui Engine«rta« *^^|i 
building launched a 
four-year deal via NonmriL^^ 
International r?Tjj 


rOCKVVA^ 


NEW INTERNATIONAL BOND ISSUES 


The World Bank also visited 
the Swedish kronor sector, 
untapped since a Swedish 
Export Credit deal In May. 
Placement of this retail-tar- 
geted issue was expected to be 
slow but steady. The deal 
launched by Svenska Interna- 
tional, was quoted within 1 % 
paint fees at less 1% bid. 

Banesto, the Spanish bank, 
became the first borrower to 
issue variable rate notes 
denominated in Ecu. The sub- 
ordinated perpetual note issue, 
arranged by Merrill Lynch, will 
rank as Upper Tier Two capital 
under g uidelines 

Many European banks need- 
ing to shore up their capital 
bases are eager to raise such 
funds in Ecu, as this will 


US DOLLARS 
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NASD studies Portal changes 


By Deborah Hargreaves 


The esii-'i 
was in res? 1 -’' 
closure ccsis 
ning oi inf j 
sold a comp' 
business an- 
operation, a? 

KF? Gexit/ 1 - 
ness in : 


THE French Treasury has sent 
a Strong ni gwnf tO the firomrial 


markets expressing disagree- 
ment with the rise in interest 
rates by swapping another 
FFrlbn of fixed-rate funds for 
floating-rate money. 

The swa p is the second of its 
kind In two weeks, and is inter- 
preted as a sign of die Trea- 
sury confidence that the gap 
between French and German 
inflation rates, currently 0.7 
percentage points, will con- 
tinue to narrow over the com- 
ing months. 

The gap in yields betw e en 
French and German govern- 
ment bonds had, earlier this 
summer, narrowed almost to 
this range, but it widened dra- 
matically in the wake of the 
Gulf crisis, to a level that the 
Treasury clearly finds umustlf- 
ied. 


Yesterday It offered to sw ap 
FFrlbn at 10.45 per cent, or the 
average yield of this month's 
auction of its OAT 9J5 per cent 
1998 bond, against floating-rate 
funds indexed on the three 
month Paris interbank offered 
rate. 

The winner of (he tender has 
not been named, but the mar- 
gin is understood to be 40 
to 45 basis points below 
Pibor. 

The French fbunwy ministry 
Is confident tha t thnn gh rising 
oil prices will bring an auto- 
matic acceleration of the coun- 
try’s inflation rate, it will be 
able to keep the knock-on 
effects under control and 
should be able to maintain, 
and even accentuate, the trend 
towards a narrowing of the gap 
betw een French and German 
inflation rates. 


Conditions in the market 
have changed in the month 
since the loan was launched 
with many Japanese banks - 
concerned about capital 
adequacy requirements and 
the faffing Tokyo stock market 
- virtually withdrawing from 
syndicated loans. 

In addition, Oie crisis in the 
Gulf and the poor state of the 
UK and US economies has 
shaken banks’ confidence in 
the market: 


Italyi offers Ecu bills 


THE Italian Treasury is to 
offer Ecnlbn of nx per cent 
UHs priced at par and matur- 
ing October 10 1991, Reuter 
reports. Subscriptions for the 
offer dose next Wednesday, 


THE National Association of 
Securities Dealers is consider- 
mg changes to its Portal sys- 
tem for trading privately- 
placed debt and equity issues, 
according to Mr Joseph Hardi- 
mar^ president of the NASD. 

Portal the closed network 
set up by the NASD in April to 
trade issues made under the 
Securities Exchange Com- 
mission’s newly-liberalised 
144a private placement rules, 
has suffered from the slow 
start of that market. The sys- 
tem is currently being used 
more as a source of informa- 
tion than as a way of 
distributing privately-placed 

qpi W I pK inq 

Portal is quoting prices on 
some 15 issues made under 
144a rules, but is providing dis- 
tribution for only two of them 
- equity issues made by Huht- 
emaki, the Finnish confection- 
ery and pharmaceuticals com- 
pany, and Compagnie Gfin&ale 


d’EIectricito, the French tele- 
communications group. 

Mr Hardman said the NASD 
was talking to the SEC about 
changing Portal’s status to 
mairp ft into a q uo t ation sys- 
tem for prices of private place- 
ments. 

In addition, the NASD is con- 
sidering ways of facilitating 
the execution cS orders on the 
system without requiri ng par- 
ticipants to sign up for it 

Under Portal’s current closed 
status, traders and institu- 
tional buyers of privately 
placed securities have to be 
approved by the NASD to par- 
ticipate in the system. This 
means they have to open their 
books to the NASD to prove 
they are eligible to buy the 
securities - the SEC seta a 
requirement of a net worth of 
825m and securities holdings 
worth $100m to buy 144a 
issues. 

Participants in Portal also 


have to join the clearing organ- 
isation, Cedel which provides 
clearing and settlement for 
144a issues. 

The NASD could open up the 
system by removing its guar- 
antee on participants in it, 
leaving brokers to establish for 
themselves that they are sell- 
ing securities to qualified buy- 
ers. The NASD is also looking 
at providing automatic execu- 
tion for deals done on the sys- 
tem. 

The 144a private placement 
market has been suffering 
from the downturn in the mar- 
ket for new issues of debt and 
equity. It has not attracted an 
influx of foreign borrowers to 
the US market as had been 
hoped at its inception. 

However, the American 
Stock Exchange and Renters 
are going ahead With a system 
to rival Portal which they hope 
to have running by the middle 
of next year. 


chairman of the Association of 
Futures Broker Dealers, has 
emphasised the importance of 
safeguarding the independenc e 
of derivatives' regulation in 
the group's planned merger 
with The Securities Associa- 
tion. 

In his last statement to mem- 
bers as chairman of the organi- 
sation, Air Sharpies has 
responded to concerns that 
some futures operators had 
expressed about being swal- 
lowed up inside the much- 
larger TSA. 

“We will ensure that deriva- 
tives merit distinct treatment 
and It will be necessary for 
derivatives’ practitioners to 
retain a large element of con- 
trol over rule changes,” Mr 
Sharpies said. 

The AFBD is expected to 
present the draft of merger 


the end of November — 
would then need a yes vote by 
75 per cent erf the body’s mem- 
bers for the merger to g*F 
ahead. 

Mr Sharpies pointed out t 
g tontflnant cost reduction that 
wul be available to members 
once the two bodies combine. 
However, he says it is too soon 
to put a figure on savings that 
win be made. 

Whether or not the merger 
goes ahead, the AFBD will 
adopt a system of individual 
registration by the end of the 
year. 

This involves all members 
registering individually and 
requires them to pass a compe- 
tence m«mi ft win mean that 
disciplinar y action and sanc- 
tions cm betoken against tad}- 
Victuals rnthar than just mem* 
her firms. : 
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FT-ACTU ARIES SHARE INDICES 


® The Fhanda l Timas Ltd 1990. CompBed by the Fina n cial Times lid 


RISES AND FALLS YESTERDAY 


In co nj un ction with the ins t itu te of Actuates and Bie Faculty of Actuaries 


EQUITY GROUPS Wednesday Se p temb e r 19 1990 
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Rockware slips 7% to below £6m 
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By David Owen 

ROCKWARE GROUP, the 
packaging and printing com- 
pany which is close to complet- 
ing a major furnace rebuilding 
programme, yesterday reported 
® 1 P er cent decline from 
-6.35m to £5 .89m in interim 
pre-tax profits, as higher inter- 
est costs took their toU. 

Following a £5.55m (nil) 
extraordinary charge and 
£2. 23m (£2. 06m> to cover an 
increased dividend payment, 
the Northampton-based com- 
pany actually reported a 
£2.64m retained loss (£3 .2 7m 
profit). Last time's results have 
been restated following 
changes in accounting policies. 

Sir Peter Parker, chairman, 
characterised the period os one 
in which “we have cleared the 
decks and cut out areas of poor 
return”. The shares, which 
have stabilised after falling 
quite sharply in August, were 
unchanged at 5-ip. 

Turnover in the six months 
to June 30 fell by more than g 
per cent to Ell5.44m from 
£123.-J6m in 1989. A 6 per cent 
advance in operating profit 
was more than offset by a near 
£800,000 increase in interest 
payable to £3.S3m. The gross 
interest charge for the period 
rose to M.ftlra (S3. 05m). 

The extraordinary charge 
was in respect of disposal and 
closure costs. Since the begin- 
ning of the year, the group has 
sold a computer listing paper 
business and a small printing 
operation, as well as closing its 
KFP flexible packaging busi- 
ness in Wales. 

In July, it announced the dis- 
posal of its bulk household 
container plastics operation. 
The company has also lifted its 
stake in Darlington Crystal, 



the tableware and giftware 
company, from 75 to 95 per 
cent. 

Operating profits from the 
group's dominant glass divi- 
sion rose to £5. 56m (£4 .65 m) on 
turnover ahead 4.7 per cent to 
£74.76m. 

The group said that the 
impact of increased energy 
prices was "a concern”, not- 
withstanding efficiency gains 


NEWS DIGEST 


Stonehill 
loss rises 
to £2.2m 

STONEHILL Holdings, the 
furniture and property invest- 
ment company, incurred a pre- 
tax loss of E2-2m for the year to 
the end of March, compared 
with profits of £ 1.64m last time, 
which benefited from an excep- 
tional profit of £1.76m. 

Again there is no dividend 
on ordinary shares and the 
company intends to cease pay- 
ments on preference shares 
uptil the deficit on distributa- 
ble reserves has been elimi- 
nated. .... 

. Mr . James Bucbangn,. chair- 
man, blamed high interest 
rates.jmd the uncertain eco- 
nomic cl im a te . 

He added that the furniture 
side had been restructured 
with the completion of the sale 
of its manufacturing facility, 
which had released industrial 


space for letting. 

The closure costs were the 
major part of an extraordinary 
charge of £3A7m. 

Turnover was sharply lower 
at £5.76m (£13. 06m) for an oper- 
ating loss Of £720,000 (£431,000 
profits). The interest charge 
was higher at £1.48m (£551,000). 
The loss per share was 9.32p, 
ag ains t 4.06p earnings. 

Ferromet hopes for 
maiden dividend 

Ferromet Group, which mainly 
supplies raw materials from 
the US to the stainless steel 
industry in Europe and SE 
Asia, reports taxable profits of 
£423,500 for the six months to 
June 3a 

This is against profits of 
£674,400 for the nine months, 
although that included a con- 
tribution for the period from 
Ferromet Resources, which 
was acquired in May 1989. 

Turnover at £19.4m reflected 
a higher volume of scrap metal 
processed in the period and a 


Notice of Redemption to the Holders of 



ENTE NAZIONALE 
PER L’ENERGIA ELETTRICA 
(ENEL) 

U.S.$100,000,000 

Floating Rate Debentures due 1987 
Convertible at the holders' option into 
916% Fixed Rate Debentures due 1995 

Guaranteed by the Republic of Italy 

Notice is hereby given that, pursuant to Clause 5 of the 
Terms and Conditions of the Debentures of the above issue. 
THE SUMITOMO BANK, LTD., as Fiscal Agent, has drawn by 
lottery, for redemption due on 28th October, 1990, at 100% of 
the principal amount thereof, bearing the following serial 
numbers. 

From 246 to 315 From 2666 to 2800 From 4946 to 4976 

325 to 346 3404 to 3700 5097 to 5315 

1824 to 1840 4001 to 4140 6340 to 6630 

1992 to 2000 4141 to 4245 7060 to 7178 

2543 to 2556 4274 to 4280 8991 to 9000 

The Debentures specified above will become due and 
payable in UJ5. Dollars by surrendering them for payment 
together with all unmatured coupons appertaining thereto, at 
the specified offices of the Paying Agents. 

From and after 28th October, 1990, interest on the above- 
mentioned Debentures will cease to accrue. 

The aggregate amount of the Debentures remaining 
outstanding after 28th October. 1990 will be 
■ U.S.541 ,250,000.00. 

The Sumitomo Bank, Limited. 

Fiscal Agent 


NEWS 

INTERNATIONAL plc 
USS 150,000,000 8%% 
BONDS DUE 1991 
CONVERTIBLE INTO 
USS 150,000,000 
FLOATING rate 
NOTES DUE 1991 

For the period from Septem- 
ber 20. 1990 to December 
20 1990 the Notes will cany 
an' interest rate of per 

annum with an^ interest 
amo unt of USDOL *.13.-8 
per USDOL 10,000 Note. 
The relevant interest pay- 
ment date wfl! be December 
20. 1990. 

BANQUE PARIBAS 
LUXEMBOURG 
Sorieie Anonymc 
Agent Bank 


SOCtETE GENERALE 
USD 300JKKL0Q0 
FLOATING RATE NOTES 
DUE 1996 

For the period September 19, 
1990 to March 19, 1991 the 
rate has been fixed 
at 8% PA 
Next payment dale: 
March 19, 1991 
Coupon nr: 9 
Amount: 

USD 402,22 for the 
denomination of USD 10000 
USD 4.022,22 for the 
denomination oi USD lOODOO 

The Principal Paying Agent 
SOCIETE GENERALE 
ALSA&ENNE DE BANQUE 
15, avenue Emile Reuter 
LUXEMBOURG 


lower dollar value of nickel, Mr 
Roger Wain, the chairman, 
said. 

Cost of sales was £16.95m, 
administrative expenses 
£1.15m. and tax £176,100. inter- 
est receivable was £69,100 
against interest payable 
£942,352. Earnings per share 
stood at 0.12p. 

Interest rates hit 
CaJkebread Robey 

Directors at Cakebread Robey 
& Co ascribed the Call in pre- 
tax profits in the half-year to 
June 30 to “the reduction in 
new bouse building brought 
about by the Government’s pol- 
icy of high interest rates”. This 
had depressed demand, they 
said. 

The taxable 'resultr&t this 
bonders’ and timber merchant 
declined Tronr £407^nwm> 
£315,000, though turnover 
advanced to £13.45m (£ffL8m). 

The directors said that the 
me r chan ting division had 
“experienced extremely diffi- 
cult market conditions'' and 
that this trend was set to con- 
tinue for the rest of the year. 

Earnings dropped to 3.8p 
(4.5p) and the interim dividend 
is lifted to 0 .9p (0-8p). This time 
there was an extraordinary 
profit of £204.000 (nil). 


Brixton Estate 
advances to £10.05m 

Pre-tax profits in the first half 
to June 30 at Brixton Estate 
were 4 per cent higher at 
£10A5m. against £9.66m. Strip- 
ping out a £1.52m contribution 
to the comparable results Grom 
property dealing, which has 
since been suspended, profits 
were up 23 per cent. 

Group net rental income in 
the period under review rose 21 
per cent from £16. 14m to 
£19 ,58m with other Income of 
£210.000 (£350,000). 

Outgoings from administra- 
tion and interest on developed 
properties came to £9.74m 
(£3 .34m). After tax of £2. 71m 
(£2. 61m) earnings per share 
were little changed at 4.45p 
(4.29p). The interim dividend is 
being raised to 2.55p (2.2p). 

Merivale Moore 
declines 39% 

Merivale Moore, the property 
development and investment 
company, reported taxable 
profits down at £7 .37m. against 
£12.1 lm. for the year to June 
30. Turnover slipped to £59.47m 
(£60 .54m)- 

Earnings per share fell to 
35 .ftp t55-3p>- The dividend is 
maintained at 10.5p, with a 
proposed final of 7.75p. 

Since the end of the year, 
£23ra of asset sales have been 
contracted or completed. 
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Sir Peter Parker, we have cleared the decks in the period 


realised from its refurbished 
furnaces. “Since July 1989, we 
have rebuilt or substantially 
improved nine out of 13 fur- 
naces,” said Mr Ernest Burton, 
finance director. 

The restructuring had an 
impact on the plastics unit, 
where profit fell to £444,000 
(£I.03m) on sales of £9.74m 
(£l5.26m). Profits were also 
down somewhat in the print- 


ing, metals and crystal divi- 
sions. 

Mr Burton said that mntpic 
margins had been diluted due 
to an increased level of battery 
case business. Rockware also 
manufactures casings for Par- 
ker peas and cosmetics where 
margins are higher. 

Fully diluted earnings per 
share fell marginally to 3.0lp 
(3.05p). An interim dividend of 
l.3p (l.2p) is declared. 

• COMMENT 

The impeccably “green” cre- 
dentials of the humble glass 
bottle as a packaging medium 
should combine with Rock- 
ware's heavy exposure to the 
food industry to make the 
group tolerably recession-resis- 
tant - even if the smaller 
and metals divisions 
the going tough. The com- 
pany expects year -end gearing 
to weigh in at a manageable so 
per cent and there is usually a 
marked seasonal turnover bias 
towards the second half. The 
main question-mark concerns 
the group's ability to pass on 
higher energy costs to its cus- 
tomers. With energy account- 
ing for about 20 per cent of the 
price of glass-making, this is 
not a minor point. The com- 
pany, however, expects its 
expenditure on fuel to remain 
stable at least until the final 
quarter. Assuming full-year 
profits of about £14m, the pro- 
spective p/e of just under 9 
(allowing for an effective tax 
rate of 17 to 18 per cent) looks 
about right, especially as the 
likelihood of a hostile bid 
appears to have diminished. 
Remember, however, that a 
higher tax charge will probably 
eat into earning s in 199L 


including a £4m development 
site. 

Net rental income rose 39 
per cent to £4.l7m (£3m), but 
other income showed a loss of 
£349,000 (£710,000 profit), and 
there was an extraordinary 
loss of £56,000 (£5.46m profit). 

Interest charges took £7 5m 
(£6.64m), minority interests 
£178,000 (£62,000) and tax 
(£425m). 

Benchmark In red 
with £0.42m loss 

Shares of Benchmark Group 
fell 2p to lip yesterday after 
the flnanriai services concern 
unveiled pre-tax losses of 
£424,000 for the 12 months to 
end-Jime. 

“It has been a difficult year 
Ove r all audit is bard to project 
t he perf ormance of the g roup 
in erttrent "market conditions” 
said Mr Adrian Evans, grot?) 
managing director. 

“However, the business 
remaining following the clo- 
sure of Charlton Seal Schaver- 
ien (CSH) should return the 
group to profit - he added. 

The deficit compared with 
profits last time of £l-85m. The 
loss per 20p share emerged at 
0.84P, against earnings of 2.15p 
and the final dividend is 
passed leaving the total for the 
year at 0.75p (L625p). 

The disposal of the CSH 
stockbroking. business to Wise 
Speke, the Newcastle-based 
stockbroker, for a nominal sum 
was completed in July. Bench- 
mark’s decision to withdraw 
from private client stockbrok- 
ing follows losses of £1.12m for 
the year under review. A fur- 
ther £L66m was taken below 
the line to cover closure costs. 

The banking side lifted prof- 
its by 10 per cent to £L73m. 
Liquidity remained high, the 
company stated. The invest- 
ment division, on the other 
hand, incurred losses of 
£988,000 reflecting a decision to 
take provisions against prop- 
erty developments which are 
completed but unsold. 


RPS edges ahead 
to £907,000 

RPS Group, a consultancy ser- 
vice on environmental plan- 
ning and property dealings, 
increased taxable profits from 
£856,000 to £907,000 for the six 
months to June 30. 

Turnover for the 
USM-quoted group amounted 
to £4.78m (£4-52m), but interest 
charges rose to £71,000 (£26,000) 
and interest received was nfl, 
compared with £16,000. 

Tax took £317.000 (£300,000) 
and earnings per 3p share 
emerged at 503p (4.75p). The 
interim dividend is raised to 
L4p (L2p). 


Gloomy Bentalls 
dives to £03m 

Difficult trading conditions in 
the retail sector were well 
illustrated yesterday by Ben- 
talls, the Kingston upon 
Thames- based department 
store group. 

In a statement accompany- 
ing interim results more than 
halved to £301,000, Mr Edward 
BentaD. chairman, said: “Trad- 
ing remains extremely tough 
and I do not expect spending 
habits to change until interest 
rates are reduced.” 

The decline from last time's 
£623,000 came on turnover off 
some 4 per cent at £30. 66m. 
Earnings per lOp share dived 
to 0.46p (0.9p) but the interim 
dividend is m ai n t aine d at 0-6p. 


Tony Berry 
claims 
against 
Manpower 

By David Owen 

MR TONY BERRY, the former 
head of the employment 
agency group Bine Arrow, has 
issued proceedings against his 
erstwhile employer - since 
renamed Manpower - to 
recover legal costs allegedly 
incurred during the current 
Department of Trade and 
Industry investigation. 

Mr Berry Is claiming 
£194,000 (plus interest and 
costs) under an indemnity 
allegedly given by the com- 
pany in January 1989. 

He is also seeking a declara- 
tion that he Is entitled to be 
indemnified by ^ giyup in 
respect of all future costs 
incurred In connection with 
the DTI Investigation. 

The DTI launched Its probe 
into Blue Arrow in May 1989. 
The Inspectors were asked to 
look In particular at events 
surrounding a £25m loan by 
Blue Arrow to Chainrock Cor- 
poration, a company con- 
trolled by Mr Peter de 
Savary, the yachtsman 
entrepreneur. 

The existence of the proceed- 
ings was revealed in docu- 
ments circulated to Manpower 
shareholders giving notice of 
an EGM to be held in London 
on October 4. 



Tony Berry: hopes to recover 
legal costs 

The claim Is disputed by the 
company. 

The meeting haw been called 
to approve last week’s agree- 
ment to sell five UK subsid- 
iaries to a management team 
for £106m cash. 

The deal essentially com- 
pletes the disposal of the com- 
panies- which : constituted . the 
Blue Arrow Group prior to its 
acquisition- of- Manpower three 
years ago. 

The documents also reveal 
that US-based State Farm 
Mutual Automobile Insurance 
Company was the purchaser of 
the 9.Z6 per cent stake in Bine 
Arrow sold by NatWest Invest- 
ment Bank in February. 

They Indicate that the antic- 
ipated £I00m net cash pro- 
ceeds of the sale are to be used 
to reduce Manpower's out- 
standing revolving credit facil- 
ity and various short-term 
loans. 


Micro Focus 
nearly trebled 
at £7.13m 
midway 


Micro Focus Group, a software 
company, continued its recent 
rapid growth with taxable 
profits for the six months to 
July 31 almost trebled 
at £7.13m, against 
£2. 46m. 

Revenue from the direct 
sales of standard software to 
corporate computer depart- 
ments, mainly in the US, “sig- 
nificantly exceeded” 
plan. 

Sales to computer manufac- 
turers, which now account for 
30 per cent of revenue, acceler- 
ated so much that the planned 
profit contribution for the 
year had already been 
made. 

The effects of the strong er 
pound resulted in a currency 
adjustment charge of £1.06m, 
which was taken below the 
line, leaving retained profit 
carried forward at £6. 47m, 
against losses 12 m on t hs ago 
of £354,000. 

Mr Paul O’Grady, chairman, 
said that sales TP nw| aniuni and 
growth of orders in the direct 
business, which now repre- 
sented 63 per cent of sales, 
was continuing. 

A rimUar Improvement was 
expected in the second 
half . 

The company continued to 
generate cash and ended the 
period with net cash of 
£14. 9m, having risen £1.4m in 
spite of capital spending of 
£900,000 and an increase in 
staff. 

Turnover increased from 
£14.8 lm to £23. 3m. 

Tax took £2. 78m (£3 -21m) 
for earnings per share of 34J!p 
(39.4p) or 32J2p (37.4p) folly 
diluted. 

The shares rose by lOp to 
dose at 798p. 

The comparatives have been 
restated to reflect the new 
US policy for software 
products. 


Acquisitions provide impetus 
as Godfrey Davis improves 7% 


By Andrew Jack 

GODFREY DAVIS (Holdings), 
the textiles, car dealing and 
building sendees group which 
last February launched an 
unsuccessful takeover bid for 
Sketchley. the industrial ser- 
vices and cleaning company, 
lifted pre-tax profits by 7 per 
rep* from £9-34m to £10.01m in 
the six months to June 30. 

The company has written off 
the full cost of the abortive 
takeover with an extraordinary 
item at £965 ,0 00. 

Group turnover rose 13 per 
cent to £166 .33m (£l4733m) and 
pgming g per share were up 7 
per cent to 7.74p (7J25p). The 
interim dividend is 2.73p (2.6p). 

Two acquisitions in the laun- 
dry division contributed most 
of the growth in turnover and 
half the increase in operating 
profits during the half year, 
according to Mr John Ivey, 
chief executive. 


Slowing demand for work 
clothes affected Sunlight Work- 
wear Services, but the two 
acquisitions - Practical Uni- 
form Company and Coopera- 
tive Laundries Society - and 
strong linen hire and laundry 
performance lifted divisional 
turnover 46 per cent and oper- 
ating profits 43 per cent 

Operating profits in the 
motor dealership fell 40 per 
cent, but In contract hire rose 
51 per cent. Interest charges 
cut the pre-tax increase in hir- 
ing to just 2 per cent. 

The decline in demand from 
the construction sector was off- 
set by growth from schools. 

The hospital market helped 
double operating profits and 
raised turnover by 50 per cent 
in support services. 

• COMMENT 

Godfrey Davis is still some- 


times thought of as a motor 
dealership, t h»”g h the division 
now contributes less than half 
of turnover. That perception 
fiac drag g ed down the com- 
pany's shares as the motor sec- 
tor has suffered. .. , 

It a No creates a deceptively 
high level of gearing at 87 per 
cent, since car leasing financ- 
ing costs appear on the b a la nc e 
sheet, even though they axe 
passed directly on to custom- 
ers. 

Tbe merger with Sunlight 
three years ago has diversified 
the company's busin esses into 
less cyclical areas, forming a 
more solid base for steady 
growth. 

Seasonal conditions should 
boost cleamug business in the 
second half, to help push full 
year profits to £22. 5m. The 
shares are tempting on a multi- 
ple erf 6.5. 


Debt-laden AT Trust calls in receivers 


By Andrew Hill 

RECEIVERS HAVE been called 
in at AT Trust, the property, 
financial services and leisure 
group and the subject of two 
unsuccessful rescue attempts 
in the last six months. 

A statement from the com- 
pany yesterday indicated that 
debts had risen to unsustaina- 
ble levels. The shares had ear- 
lier been suspended at 2‘Ap, 


against the peak of 276p before 
October 1987. 

AT was transformed from a 
loss-making engineering and 
leisure company called Astra 
Industrial Group when Mr 
Theo Paphitis took charge 
three years ago. 

He resigned as a director in 
July, when the latest rescue 
plan was announced, and was 


replaced by a new manage- 
ment team from Energy 
Marine Industries, which has 
interests in engineering and 
waste management. EMI would 
have underwritten a £1.8m 
rights issue to reduce debt. 

AT warned at the end of last 
month that the rights issue, 
which sever took p lace, would 
not be enough to revive it. 
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Flnandere Saint Dominique 

FINANCIERE SAINT DOMINIQUE 
CONFIRMS ITS 1990 FORECASTS 


FINANCIERE SAINT-DOMINIQUE, a 60% subsidiary of Crfdit National (France) has become 
one of the continental key player in equity funding for unlisted companies and is providing all 
the associated financial services. 

Quoted on the Paris Bouse since I2rh June 1990, it announces the following for die fiat eight 
months of the cunent year s 

Continuing high level of investment activity in 1990 : investment decisions (including 
managed or co-managed funds) taken for the period up to the end of August involve FF 800 
million, equivalent to the total investment commitments made for the whole of 1969- 

The investment commitments made include the following : 

ESCADA (leading German company in the area of de luxe couture), SOPALI and EMIN 
LEYDIER (packaging and o «^anpm),"S10Li (extin guishers), ACOVA. (radiators), MARIE 
BRIZARD GROUP, DASSAUD (Silversmith, 'Tout Inox* brand). GUILUN (packaging), 
CATERAIR (Catering) 

The profits for 1990 should easily co nfirm the figures originally forecast (FF 1 12 milliba) : 
consolidated net profits for the period to 30th June, 1990 were FF 42.6 million. Including FF 
69.1 million of capital gains realised since this date (BENNES MARREL, SATAL, AMS . 
Packaging) as well as other capital gains in the process of re alisa ti on, the consolidated net profit 
for the year should show an increase of more than 50 % over that of last year FF 1 1 2 million- 

Consolidated net assets on a revalued basis (ha idly sensitive to stock market developments) : 
amount Do FF 243 per share and represent a particularly attractive investment opportunity at 
the cunent FINANCIERE SAINT- DOMINKJJE share price. This value has been only affected by a 
2% decrease since june 1990 because of the adverse stock marker conditions (the listed 
companies only account for 23% of the consolidated net revalued assets of the company). 


FINANCIERE SAENT^DOMINIQUE remains very liquid caking into account the capital increase 
which occurred in June. Id consolidated balance sheet shows available cash resources of more 
than FF 800 million (representing more than one third of revalued assets), which thus provides 
die group with rise opportunity to take advantage of attractive investment opportunities. 

Total funds available for investment amount to FF 5 billion, including funds managed directly as 
well 3s those which are jointly managed (unconsolidated). 


Address : 48 bis me Fabert 75007 Paris Fiance 
Telephone : (33) 149 55 7000- Telefire : (33) 1 45 55 63 28 
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International irwstors in commerdal property 

Interim Report 1990 



Six months to 30th June 

Year 


1990 

1989 

1989 


EOMTs 

EOOO'S 

Eoocrs 

Net Rental Income 

19,577 

16,139 

35.705 

Investment Profit 

10,048 

8.146 

18,670 

Profit before Tax 

10.048 

9,664 

20/427 


yt J 

m 


S> month? figun unautHed 


□ 21% increase in net rental income. 

□ 23% increase in investment profit. 

□ Interim Dividend 2.55p per share - up 16%. 


A copy of the fid interim Report, whkh has been 
sent to al shareholden, may be o b tai n ed from: 
The secretary, 22-14 Ely Nw, London EC1N CTO. 
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UK COMPANY NEWS 


Disposal of 42.8% stake in Soporcel could raise up to £200m 

Wiggins Teape plans Portuguese sale 


By John Thornhill 


WIGGINS TEAPE Appleton, 
the UK paper group which was 
demerged from BAT Industries 
earlier this year, yesterday 
confirmed it was considering 
the sale of its 42JB per cent 
Interest in Soporcel, the Portu- 
guese pulp min. 

The sale of the holding could 
raise between £250m and 
ESOOm. 

Wiggins Teape said it had 
been forced to make the 
announcement as a result of 
"lots of rumours floating 
around in Portugal." 

Mr Stephen Walls, Wiggins 
Teape’s chairman and chief 
executive, said preliminary dis- 


cussions had been held with 
several paper companies but 
any buyer would als o hav e to 
win approval of the company’s 
r em ainin g shareholders and 
the Portuguese Government 

Mr Walls said the sale oT its 
stake In Soporcel would enable 
tiie group to expand in higher 
value-added sectors of the 
paper industry. 

“Our strengths are away 
from the commodity ends of 
the market in the high val- 
ue-added branded sector of the 
paper market. This sale would 
give us the opportunity to re- 
configure our portfolio of busi- 
nesses," he said. 


The sale would not disturb, 
but would rather create, a bal- 
ance in Wiggins Teape’s 
requirements for eucalyptus 
pulp, he added. _ 

Some analysts said the pro- 
posed move would represent 
something of a reversa l of W ig- 
gins Teape’s previous strategy 
since, at the time of Its demer- 
ger, it h«d made a great virtue 
of being vertically Integrated 
in the paper market 
But Mr Tim Rothwell, an 
analyst at Barclays de Zoete 
Wedd, said: “Given the state of 
the pulp market it is not sur- 
prising that they would be 
looking to replace the earnings 


Prudential 

reviewing 

smaller 

investments 

By Diehard tapper 


Steel Burrill Jones gains 53% 


By Richard Lapper 


Prudential Corporation, the 
UK’s biggest Institutional 
investor, is undertaking a 
review of Its smaller invest- 
ments of less than £500,000. 

Mr Hugh Jenkins, the chief 
executive of Prudential Portfo- 
lio Management the Pro’s 

in wxhwBnt uianaf^pnipn t ann, 

denied press reports that it 
had suspended temporarily 
investments in smaller compa- 
nies. 

“We’d be just as critical of 
small hniiiiiip hi a big com- 
pany as hi a smaller one," said 
Mr Jenkins. Prudential was 
keen to actively manage its 
investments. “It is incumbent 
on us to understand companies 
and have a relationship with 
them.” 

The review was launched 
last month and reflected a pol- 
icy of “sensible portfolio man- 
agement”. 

“We have a number of tiny 
holdings within the portfolio. 
We had to ask the question do 
we want to build up that 
stake,” said Mr Jenkins, 
adding that the review had 
“nothing to do” with the state 
of the equity market 

“There comes a time when 
you start taking stock. We 
manage 90 separate portfolios 
which inevitably collect 
stocks, some of them which 
are leftovers. We need to have 
look at than and ask what the 
rationale is for keeping them.” 


STEEL BURRILL Jones, the 
fifth biggest listed UK insur- 
ance broker, yesterday 
reported a 53 per cent rise, 
from £3 .09m to £4.73m, in pre- 
tax profits for the six months 
to June 30. 

Mr Tony Keys, finance direc- 
tor, *h at underpinning the 
strong performance was under- 
lying growth in brokerage and 
foe income of 21 per cent Hard- 
ening rates in the marine and 
specialist marina markets, in 
which SBJ has traditionally 
specialised, are one of the rea- 
sons. 

Moreover, SBJ is now bene- 
fiting from recent acquisitions, 
which have allowed some 


diversification into nwnnariw? 
reinsurance and corporate 
risks broking. 

Income from the non-marine 
reinsurance brokers Heacock 
Samuelson and Devitt, part of 
the Devitt Group which was 
acquired in May 1969, was the 
mam reason for a 71 per cent 
increase in revenues from 
£&68m to £14.7910. 

Bamtpgs per share rose 19 
per cent from &28p to 9.89p. An 
interim dividend of 4p repre- 
sents an increase of 33.3 per 
cent, compared with last year. 


• COMMENT 

In spite of patchy trading con- 
ditions, recent acq uisitions by 


Woodchester up 13% to I£13m 


By David Lasceltea, Banking Editor 


WOODCHESTER Investments, 

the Irish finan cial services 
company caught up in a UK 
monopoly and merger Investi- 
gation, yesterday reported 
interim profits up IS per cent 

Pretax profits were I£13Jlm 
(£HJ9m) for the six months to 
end-June, up from K1 1.62m. 
Earnings rose 18 per cent to 
7Dlp per Bhare. 

At the end of last month, Mr 
Peter Lilley, the trade and 
industry secretary, referred to 
the MMC the proposed acquisi- 
tion of a 45 per cent stake in 
Woodchester by Credit Lyon- 
nais, the state-owned French 
bank. 

The immediate effect was to 


deprive Woodchester of the use 
of the new funds from CL, and 
this was costing It abont 
K950.G00 a month. Woodches- 
ter has also been forced to keep 
in a separate account the 
I£12m proceeds of July’s rights 
issue, meaning they can nei- 
ther be used nor earn divi- 
dends for shareholders. 

Mr Craig McKinney, chair- 
man, said that the s tru ctu re at 
GL's proposed purchase would 
not effectively increase Its 
stake in Woodchester beyond 
the 29.9 per cent level at which 
it currently stands. This was 
because the Compagnie de 
Navigation Mixte, another 
French financial group. 


intended to buy 34 per con of 
the acquisition vehicle, CRG. 

The deal had also been 
approved by the Takeover 
Panel and the Irish monopoly 
authority. 

The interim result is the 
company’s first not to be swol- 
len by an acquisition. Mr 
McKinney said the group was 
trading “very satisfactorily”, 
and while the UK part of the 
business was a ff ected by the 
slowdown, the Irish side was 
benefiting from the buoyancy 
of the Irish economy. Prospects 
for the second half woe good. 

The Interim dividend is 
increased by 26 per cent to 
L26p. 


Recovery strategy 
built on a strong capital base 
is paying dividends 


• Recovery strategy on course • Interim pre-tax profits £33 million • 

• Net tangible assets of 1043p per share • 

Shareholders’ funds of £104.5 million alter interim dividend • Strong liquidity and low gearing 


1990 INTERIM RESULTS 


Consolidated Profit and Loss Account 


Net income before 

administrative expenses 
Administrative expenses 
Profit (loss) on ordinary 
activities before taxation 
Taxation (charge) credit 
Profit (loss) on ordinary 
activities after taxation 
Earnings (loss) per share 
Dividend per share 


(Unaudited) 

(Unaudited) 

6 months to 

6 months to 

30 June, 1990 

30 June, 1989 

rooo 

cooo 

6,631 

(3,616) 

(3,298) 

(2,907) 

3,333 

(6,523) 

(1,245) 

2,576 

2,088 

(3,947) 

2.09p 

(3.95)] 


(Audited) 
Year ended 
31st December, 1989 
fOOO 

(2,660) 

(6,151) 


(8,811) 

410 


2.625p 


2.625p 


(8,401) 

(8.40); 

7.25] 


NOTES: - 

1. Net income before administrative expenses comprises: 
Trading income 

Bank interest leoaivahle and i nc o me from certificates of deposit 
Bank interest payable 


4,642 

9,733 

(7.7441 

6.631 


7,109 

3.923 

(14.648) 

(3,616) 


13,816 

15,935 

(32.411) 

(2,660) 


2. An interim dividend of2J325p per share has been declared payable on 29th Octobo!, 1990toshareholdfirerejpsteredm 9th October 1990. 

3. Earnings (loss) per share are calculated on the profit lloss) after taxation and on the weighted average number of 100,000,000 

ordinary shares in issue. 

4. T)w remits aftt outflboVB for the .year ended 31st December, 1989 are taken from the gmnp’s fe m nria l sfai tomgn la far Hin t pprinri 
which hfr ve been dgHvgred to the Rqrifltfar of Companies and which carry an audit rupnrt that itturu paKFtfriflTiri iwrinrigann qr t>»»r 
matters of adveree co m m en t. 

5. Copies of the interim repent will be sent to the shareholders on 21st September; 1990 and will be available from the Company’s 
Registered Office, International House, 1 St Katharine’s Way, London El 9UN from that date. 


LONDON FORFAITING COMPANY PLC 


International House, 1 St. Katharine’s Way, London £1 9UN 
Telephone: 071-481 3410 Tfelex: 8812606 Fax: 071-480 7626 


In England and Wales, 


stream from Soporcel with 

something more promising." 

Pulp prices have proved 
highly unstable over the last 
year and earlier this month 
Wiggins Teape blamed this 
instability for a 9 per cent 
fall in Its Interim pre-tax 
profits. 

The Soporcel pulp mill is one 
of the largest pulp mills in the 
European Community. Sopor- 
cel, which is listed on the Lis- 
bon stock exchange, has a mar- 
ket value of about £450m but 
its shares are thinly traded. 

Wiggins Teape’s shares 
finned 4p yesterday to dose at 

I60p. 


Forfaiting 
in the black 
with £3.33m 


By Peter Montagnon, 
World Trade Editor 


LONDON FORFAITING, the 
specialist trade finance com- 
pany, returned to the black in 
the first half with pre-tax prof- 
its of £3^3m, compared with a 
loss of £6£2m in the previous 
first half and an £&8m deficit 
for the whole of 1989. 

The half-year figures, which 
included a forecast of stron ger 
recovery In the second half 
and an xmchanged interim div- 
idend of 2.625p, prompted a 
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sharp rally in its shares, 
which closed 8p higher at 75p. 


SBJ have left the company 
more diversifi ed and well posi- 
tioned to take advantage of 
any hardening in 6* reinsur- 
ance market With half-year 
profits slightly of expec- 
tations, the co m p a ny looks set 
to record profits for the fun 
year erf between £9m and £iOm. 
This should guarantee growth 
in earnings per share to 
between 18p and 19p (compared 
with 16.4p in 1389). At yester- 
day’s price of 235p. earnings 
would be on a multiple of 13, 
about average for the sector. 
But with growth prospects for 
next year also fairly buoyant, 
the share may well be under 
triced. 


which closed 8p higher at 75p. 

Mr Jack Wilson, chief execu- 
tive, said the recovery 
reflected company policy of 
reducing bank borrowings as 
well a s its loan book, while 
concentrating on trading and 
placing forfaiting paper with 
investors in the banking com- 
manity. 

Forfeiting involves lending 
by means of fixed interest 
negotiable medium-term cred- 
its. These are often denomi- 
nated in D-Marks as the busi- 
ness was originally developed 
in central Europe to finance 
east-west trade. 

Last year's loss followed a 
rise in D-Mark Interest rates 

and W^wwhIp Tmpwffljntipc (n 

eastern Europe. 

In spite of the recovery, Mr 
Wilson said the comp a ny bad 
positioned itself defensively 
with reduced bank borr owin gs 
to give a net gearing ratio of 
only 0J at end-June, compared 
with 13 a year earlier. 

Although it had used cash 
generated by its earlier sale of 
forfaiting loans to pay back 
bank borrowings, it still had 

rach hnMInp i of about £100m, 
compared with £32 lm at the 
end of last year. The forfeiting 
loan book had been further 
reduced to £166m from £19 lm 
at the end of last year. 

Mr Wilson said higher mar- 
gins in the forfeiting market, 
the company’s broad placing 
power and reduced competi- 
tion should help further 
develop the basic business. 

However, some analysts 
argued that the net profit of 
£2.09m, against an £8.4m loss 
for the whole of 1989, still rep- 
resents a modest return for a 
company with capital of 
£100m. Net profits were insuf- 
ficient to cover the dividend 
payment, which costs £2UJ3m. 
Given the high earnings from 
cash investment this means 
that the core forfaitin g busi- 
ness is still a long way from 
generating a strong return. 

The 40 per cent stake previ- 
ously held by British & Com- 
monwealth Holdings, the 
failed financial services com- 
pany, was placed earlier this 
year with institutions. As a 
result, Provident Mutual has 
increased Its holding by 2.5 
per cent to 1L2 per cent and 
Ensign Trust, the merchant 
navy pension fund, has 
emerged as a new shareholder ! 
with a stake of 7 per cod. 
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Tesco outlines expansion plans 


SIR IAN MacLaurln (above) 
was in buoyant mood yester- 
day as he announced a 28 per 
C8nt increase in pre-tax profits 


at Tesco, the supermarket 
chain, writes John Thornhill. 


chain, writes John ThomhilL 
“We have created one of the 
finest brands in world retailing 


and we are doing a marvellous 
job for the United Kingdom 
consumer,” he asserted. 

Tesco's chairman also pro- 
vided farther details of the 
company's significant expan- 
sion programme which will 
cost about £950m this year. 
Five new stores and two exten- 
sions were completed during 
the previous six months «™i 
the group expects to open a 
farther 18 stores in the second 


half, adding 1.02m sq ft of 
space in alL 

The group currently has 881 
stores with a net selling area of 
9.25m sq ft Of these stores, 146 
are in the modem superstore 
format and account for 67 per 
CTf it of sales. 

Tesco is also aiming to open 

year and said it already has a 
good number of sites for devel- 
opment in 199293. 

Mr David Malpp^, manag in g 
director, said: “We see a win- 
dow of opportunity at the 
moment and we have made 
hay with our site searches 
while tim sun has shone.” 

The company rebutted sug- 
gestions the market might 


have' too much capacity. : 
“There is no sign at the - - * 
moment of this so-called aatu- ■ j 
ration level,” said Sir fen. "We * •: 
scanned the whole of the UK. a . 
few months back and found . 
that there were in excess of 200 ; J. : 
sites we would like to trade : , 
from. There is still enough ^ 
opportunity for the foreseeable 
future.” . ■ ^ 

The company was sanguine 
about the arrival in the UK of (-•>. 
Aldi, the West German 
count retailing chain, and mat- 
tarings of price wars. “We wd- 
come the advent of Aldi and 
others to come. We can Hra. - a 
quit e happily in our part of the - 
mar ket and they can live in ^ 
theirs,” Mr Malpes said. 


Report on Booker merger 
with Fitch sent to DU 


By Clay Harris, Consumer Industries Editor 


BOC In £13m i 
distribution deal 

By Dark* Owen ^ 


THE OFFICE of Fair Trading 
has sent Its report on Booker's 
£290m agreed takeover hid for 
fellow food services group 
Fitch Lovell to Mr Peter LUley, 
the Trade and Industry Secre- 
tary. He has until Tuesday to 
decide whether to allow it to 
proceed without referral to the 
Monopolies and Mergers Com- 
misston- 

The issue rests on the com- 
panies' combined share of 
deliveries to ^caterers. Objec- 
tions are believed to have been 
received from both. - suppliers 
and customers. * 

Mr Jonathan Taylor, Book- 
er's chief executive, says he 
believes there is no sub-sector 
of the market where the 
enlarged group’s percentage 
share would exceed the high 
teens. Yesterday he was cau- 
tiously optimistic. “We have 
had no inkling of any problem 
other than it is taking a long 
time to go through the due pro- 
cesses.” The OFT has not 


mooted any modifications to 
the merger. 

After the bid was announced 
on July 17, the review period 
was later twice extended, with 
the nmffirial explanation that 
the delay was a result of sum- 
mer holidays- j 

Mr Geoffrey Hankins, Fitch 
Lovell chairman, yesterday 
told what could have been the 
group’s final annual meeting 
that his board looked forward 
to a prompt and successful 
merger.” 

Nevertheless, Mr Taylor 
said, "One mustn’t ' count 
chickens before they’re 
hatched, particularly if you’ve 
got a poultry breeding busi- 
ness ” as Booker has. 

Booker speaks for mare than 
90 per cent of Fitch Lovell 
shares and has declared its 
offer unconditional. Its paper- 
and-cash offer yesterday val- 
ued the target’s shares at 274p, 
against what is now largely a 
nominal market price of 270p. 


BOC, the Industrial gas and 
healthcare group, Is buying a 
large portion of the distribu- 
tion assets of SmttfcKflm? Bee* 
chain's. UK consumer brands 
division to a . transaction val- 
ued atJOSm. 

The acquisition wifi, expand 
BOCs 17-rite UK distribution 
network by a further eight 
inwitimw and increase its fleet 
at vehicles from 560 to 610. 

The JmI Mtahlai SmWhgHiw 

Beecbam to concentrate on 
developing- its consumer prod- 
ucta. • 

: “Following the disposal of 
some of. our food and prinks 
brands, our distribution sys- 
tem has snare capacity which 
can be utilised by BOC distri- 
bution services,” said Mr 
David King, chairman of 
SmithKHne Beecham Con- 
sumer Brands UK. 

SmithKline Beecham Con- 
sumer Brands UK will award 
BOC a five-year distribution 
contract, worth over £15m a 
year. 
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SD-Scicon hit by 
£15m provision 


UK COMPANY NEWS 


By Alan Cane 

SD-SCICON disappointed the 
Cuy yesterday with interim 
results that were significantly 
worse than analysts had expec- 
ted in spite of a profits warn- 
ing last month. 

Turnover on continuing 
businesses was up 10.7 per cent 
to £120 5m In the six months to 
June 30. but the company 
recorded overall losses of 
£9.79m following a -prudent" 
exceptional provision of £15m 
to cover losses on a number of 
fixed-price contracts. 

In addition, there were losses 
from the company’s West Ger- 
man subsidiary, since sold to 
Cap-Gemini-Sogeti of Prance. 

In the same period last year, 
the company made pre-tax 
profits of £L.06m. 

Operating profits for the 
period more than doubled to 
££Jm (£3m). Retained profits 
were £1.6m following extraordi- 
nary profits from the sale of 
Warrington Data Systems, a 
US subsidiary. 

Losses per share worked 
through at 6.16p (057p) but the 
interim dividend is maintained 
at 0.27 5p. 

Mr Ian Scoggins. SD-Scicon 
managing director for Europe, 
said that provision had been 
made against some IS fixed- 
price contracts, five of them of 
significant size. 

None of these had run into 
technological problems, but 
the difficulties involved in 
integrating the various compo- 
nents of the systems had been 
underestimated. The systems 
were working well but had cost 
more than estimated. 

• COMMENT 

Systems integration - putting 
together hardware and soft- 
ware to solve customer's prob- 


SD Scicon 

Shore price (ponce) 

too r- “ V 

JWr™ 

80’ * 

■ U i Ayfe 

SO- f 

I -|f. 1 

40 • y 


2D / ' : v 


°19B2 84 

86^8jL^J» 


Kellogg’s cream rises to the top of a clotted Unigate 

Clay Harris talks to Ross Buckland, soon to take a new post and under a heavy burden of expectation 

M R ROSS Buckland, accountancy qualification. ' _ ; " his compatriot Mr John El 

who becomes chief Recruited to Kellogg from -- Unigate to buy Allied-Lyons was 

executive of Unignte Elizabeth Arden in 1973. he ‘ : absolute nonsense", he sail 


lems - has been seen as the 
future of the computing ser- 
vices business, but In a num- 
ber of cases - SD-Scicon 
Included - is proving a grave- 
yard. Analysts, furthermore, 
are exasperated with the com- 
pany whose erratic perfor- 
mance over the post two years 
has damaged their faith in its 
management: "it is always jam 
tomorrow with SD-Scicon". one 
said. The chief cause of their 
concern is the way problems 
seem to catch the company's 
senior managers unawares. 
The fixed-price contract prob- 
lems, most of them on the 
Systems Designers side of the 
company, only emerged after 
new managers carried out a 
far-reaching review earlier In 
the year. The company, never- 
theless, has great potential and 
at 36p looks ripe for takeover, 
Cap-Gemini-Sogeti has not fin- 
ished its European trawl after 
digesting Hoskyns. Analysts 
are predicting pre-tax profits of 
£llm next year giving a pro- 
spective multiple of 
12 . 6 . 


M R ROSS Buckland, 
who becomes chief 
executive of Unignte 
on October 1, joins the dairy 
products and distribution 
i group with the reputation of a 
man who can move a share 
price. 

When his appointment was 
announced in July, Unigate's 
shares jumped by more than 5 
per cent in a single day. 

Last month, moreover, Mr 
Buckland was briefly credited 
with the ability to move blocks 
of shares as well. When Mr 
Larry Goodman unexpectedly 
sold his 8.8 per cent stake In 
Unlgate, one of the reasons 
floated by the Irish agribusi- 
nessman’s comp was his view 
that Mr Buckland’s appoint- 
ment was a watershed. 

That flattering interpreta- 
tion was soon revealed as 
"camouflage”, as Mr Buckland 
generously puts it. when the 
extent of Mr Goodman’s finan- 
cial difficulties emerged. 

However, Unigate-watchers 
in the City are attaching con- 
siderable importance to Mr 
Buckland’s move after nine 
years as the Manchester-based 
head of UK and European 
operations for Kellogg, the 
world leader in ready-to-eat 
cereals. 

In part, that is because Mr 
John Clement, chairman and 
chief executive since 1977, has 
dominated Unigate for so long. 
Now aged 58. he personally 
recruited Mr Buckland. who is 
11 years younger. Mr Clement 
will remain executive chair- 
man for at least two more 
years, but everyone else except 
the company secretary will 
report to Mr Buckland. 

Mr Buckland brings 17 years 
of experience at Kellogg, 
starting in his native Austra- 
lia. where he left school at 15 
and studied at night to earn an 


Clarkson 
rises 26% 
to £6.22m 

HORACE Clarkson, a shipping 
and insurance broker, reported 
taxable profits in the six 
months to June 30 ahead 26 per 
cent at £6.22m, against 
£452m- 

Turnover was up from 
£19. 16 m to £2352m, a rise of 23 
per cent. 

Mr Carron Greig, c hairman , 
said he looked forward to 
reporting an overall improve- 
ment for the year as a 
whole. 

After tax of £2L36m (£152m) 
earnings per share were lB.9p 
(155p). 

The interim dividend is 
raised to 2.75p (2.5p). 

Interest limits 
Telemetrix gain 

Telemetrix, the expanding elec- 
tronics and communications 


group, saw taxable profits for 
the first half of 1989 increase 
3.5 per cent from £ 1.48m to 
£1.53m. 

Trading profit more than 
doubled to £1.6m (£714,000). 
However, the use of funds to 
finance its acquisitions 
resulted in an interest charge 
of £68,000, against interest 
received of £764,000. 

Turnover was 75 per cent 
higher at £33 55m (£19.0lm). 

Tax of £520500 (£289,000) left 
net profits down but lower 
minorities of £206,000 (£448500) 
resulted in earnings per share 
rising to lp (05p). 

Interlink ahead 
24% to £6m 

Interlink Express, the 
USM-quoted overnight parcels 
delivery service, raised taxable 
profits from £4 3m to £6.1m for 
the year to June 30. 

The 24 per cent rise was 
achieved on a turnover of 
£48.78m (£42 54m). 

There was an extraordinary 
write off of £43m (£202500) as 
cost of withdrawing from Ger- 


many. UK marg ins fell and bad 
debts increased. 

Interest payable totalled 
£23,000, against £295,000 
received last year, and tax took 
£2. 16m (£2 26m). 

Group loss attributable to 
shareholders was £311,000, 
against profits of £2.41m. 

Earnings per 5p share were 
233p (16.07pX 

It is proposed to maintain 
the final dividend at 42Sp for a 
total of 8575p (8p). 

ColorolTs home 
furnishings side sold 

Receivers at Cdoroll, the home 
products group which col- 
lapsed with debts of £400m in 
June, have sold Its home fur- 
nishings business for an undis- 
closed price. 

Coloroll Home Furnishings 
employs 800 people making 
duvets, pillows, floor cover- 
ings, bed linen and other tex- 
tile products at its factories in 
Boston, Lancashire. 

The purchaser is a company 
set up by Mr Am Bristow and 
other members of the manage- 
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accountancy qualification. 

Recruited to Kellogg from 
Elizabeth Arden in 1973, he 
was chief executive for Austra- 
lia and New Zealand and then 
president and chief executive 
for Canada before moving to 
the UK in 1981. When he left, 
he was Kellogg’s highest rank- 
ing executive outside the US. 

More significant than the 
arrival of a new face, however, 
is the earnings plateau on 
which Unigate has been 
stranded since 1987 and the 
challenge posed by the possible 
shake-up of the Milk Marketing 
Board and the problems of tbe 
vehicle finance sector, in 
which the company's Wincan- 
ton distribution subsidiary is a 
leading player. 

Earlier this month, even 
after noting Mr Buckland's 
“very impressive credentials”, 
Salomon Brothers put out a 
detailed circular which 
unequivocally listed the shares 
as a "sell". 

Salomon concluded: "Much 
of Unigate's portfolio of busi- 
nesses represents unfamiliar 
territory to Mr Buckland and 
he is unlikely to initiate any 
fundamental restructuring 
until gaining a thorough 
understanding of its relative 
strengths and weaknesses. We 
believe that this learning expe- 
rience will reveal that the 
options open to him are 
extremely limited." 

Mr Buckland's Unigate 
tuition begins with 42 separate 
visits to company facilities in 
October alone. "I join Unlgate 
with as open a min d as possi- 
ble," he said in an interview. 
"My intention from the outset 
is to absorb as much as 1 can 
in the shortest period possible, 
of what Unlgate is about and 
what its future priorities and 
focuses are." 

Ahead of that process, he 







Ashley Aahwood 

Ross Buckland: joining with as open a mind as possible 



was reluctant to be drawn into 
detailed discussion of Unigate’s 
businesses or his plans. But he 
is clearly happy to be leaving a 
company which had to report 
quarterly, a requirement far 
too prone to distortion. 

"Management must look to 
long-term profitability and 
investments that are consist- 
ent with long-term growth for 
the benefit of shareholders of 
the company.” Mr Buckland 
said. "One, of course, cannot 
ignore short- and medium-term 
profitability, and I would like 
to think of the short term as 
being 12 months rather than 
three months or even six 
months.” 

Another change is moving 
from Kellogg, which manufac- 
tures only under its own 
brands, to Unigate which pro- 


DIGEST 


ment team. 

Mr Bill Roberts of Ernst & 
Young, one of the administra- 
tive receivers, said: "The home 
furnishings division is one of 
tbe largest businesses at Bos- 
ton and we are glad that tbe 
management has been able to 
obtain institutional and bank- 
ing support to secure the 
future of the business.” 

The receivers have already 
sold K osset Carpets, Stafford- 
shire Tableware, the Denby 
division, which also makes 
tableware, and tha glassware 
and wallcoverings businesses. 

They still expect to find a 
buyer for Edinburgh Crystal, 
but there has been little inter- 
est to date in the Crossley car- 
pets business. 

Mayborn back 
In the black 

Mayborn Group reported pre- 
tax profits of £401,000 for the 
six months to end-June, com- 
pared with a loss of £107500 
struck after an exceptional 
charge of £645,000 In respect or 
its US Stahlwood Toy 


offshoot 

However, after a "dispropor- 
tionately high” tax charge of 
£318500 (£273,000), because of 
disallowable losses in the US, 
and the cost of the dividend, 
there was a retained loss for 
the period of £170,000 
(£633,000). 

Turnover increased to 
£15.61m (£13. 35m) reflecting 
good trading by Jacket, the 
baby products company, and 
SFPC, the florists sundries sup- 
plier. 

Earnings per share were Q.4p 
(2p losses) and the interim divi- 
dend is maintained at L3p. 

. The company’s shares, are 
traded on the USM. 

THF joint venture 
with Aer Lingus 

Trusthouse Forte has formed a 
joint venture company with 
Aer Lingus. the state-owned 
Irish airline, to build 15 Travel- 
odge hotels combined with a 
Little Chef restaurant in 
Ireland over the next three 
y ears a t a cost of £20m. 

THF is taking a 75 per cent 


duces both branded and pri- 
vate-label products. He expects 
no problem. 

"One could not operate in 
this country without a deep 
understanding of the own-label 
and private-label businesses.” 
At Kellogg, that meant he was 
not only selling to retailers but 
competing with their own 
brands. "But the production of 
own-label and branded prod- 
ucts is obviously not incompat- 
ible. British industry has 
proved that.” 

He dismisses "power" as a 
"nonsense word” in terms of 
the relationship between food 
manufacturers and retailers. 

"Both must work for the con- 
sumer's benefit. Otherwise 
there is no justification for the 
existence of either. In any nor- 
mal trading relationship, with 


stake in the vent u re and Aer 
Lingus 25 per cent 

The Irish hotels will be sited 
in Dublin and other tourist 
centres and the first will be 
open next year. 

The deal is part of THF’s 
European expansion plans to 
develop budget hotel and res- 
taurant facilities in partner- 
ship with a local operator. 

Fflr lfer this year it Iwnnrfigri 
a joint venture deal with Span- 
ish petrol retailer Repsol to 
build 100 hotels in Spain over 
the next five years. 

THF already operates 400 
Little Chef restaurants in 
Great Britain and 70 Travel- 
odge hotels. 

ft believes the budget hotel 
sector is ripe for expansion for 
both business and leisure trav- 
ellers. 

Mr Rocco Forte, THF chief 
executive, said yesterday that 
"Ireland offers excellent oppor- 
tunities, particularly for bud- 
get accommodation, and we 
are pleased to be joining forces 
with a partner who has so 
much knowledge of the busi- 
ness and tourism markets." 
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a buyer and a seller, there will 
be pressures and discussions to 
insure that one is getting tbe 
best prices, the best value for 
money. 

"Service levels are abso- 
lutely critical. No retailer or 
wholesaler is going to be happy 
if only 50 per cent of orders are 
delivered on time in tbe quan- 
tities that they want" 

He is sanguine, with a touch 
of steel underneath, about how 
the food industry will respond 
to a break-up of the Milk Mar- 
keting Board or any change in 
the rules governing the dairy 
sector's mandatory middleman 
in England anil Wales. Unlgate 
buys milk not only for door- 
step delivery but also as raw 
material for its St Ivel and 
Shape range of dairy products. 

"Any change can be man- 
aged, but most sensibly it 
ought to be at a pace that is 
digestible by all parties,” Mr 
Buckland said. "Radical 
change is disruptive and distor- 
tive and potentially signifi- 
cantly negative for the commu- 
nity." 

Potential corporate raiders 
will get short shrift from Mr 
Buckland. The 1986 attempt by 


his compatriot Mr John Elliott 
to buy Allied-Lyons was "an 
absolute nonsense”, he said. 

”1 felt it would have been 
totally wrong for shareholders, 
employees and the community. 
TO the extent that as an indi- 
vidual, or representing a com- 
pany. one was able to join in 
voicing tha t, then I did so at 
the time”, through representa- 
tions to the Office of Fair Trad- 
ing. 

Leaving the internationally- 
minded Kellogg for a group in 
which the UK accounts for 82 
per cent of turnover and the 
US for more than 15 per cent, 
Mr Buckland Is sceptical about 
Euro-euphoria. "One thing 
there is not — and there is not 
going to be in the fixture - is a 
single European food market.” 

As president of Britain’s 
Food and Drink Federation for 
three years in the late 1980s, 
Mr B uckland says he advised 
members: "First step back and 
ask yourself what you are and 
then what do you want to be? 
If you are a small manufac- 
turer in Glasgow and you want 
to stay a small manufacturer 
in Glasgow, then fine, just be 
the best. If you are, you will 
continue to survive and to 
have a good business.” 

In that case, what does Uni- 
gate want to be? He takes a 
"rain check”. 

Gulf-related market weak- 
ness and second thoughts 
about Unigate’s prospects 
mean Its share price has lost 
all of its gains, and a few pence 
more, since its surge in July. 
He will be as happy as any 
shareholder if he can revive it 

Two days after his appoint- 
ment was announced, he 
bought 10,000 Unigate shares. 
"I felt I should put some of my 
money where Fm putting the 
next decade or more of my 
working life.” 







PUBLIC NOTICES 


MMC INVITES EVIDENCE ON 
THE ACQUIS ITIO N O F BLU E 
BIRD SECURITIES LIMITED BT 
CALDAIREi* HOLDINGSjUMrFI&D 


The Monopolies and Mergers Commission have been asked 
to inquire into the acquisition by Caldalre Holdlngs)UmUed 
of Blue Bird Securities Limited. Teeslde Motor Services 
Limited is a subsidiary of Blue Bird. 

The Commission will be studying the" possibl e effects of the 
acquisition on competition in the market for commercial 
and contracted bus services in Durham and Cleveland. Tbe 
Commission would like to hear from any person with 
information or views on this acquisition. 

Evidence, in writing, should be sent by 5 October 1990 to: 

The Reference Secretary (Caldaire/Blue Bird). Monopolies" . 
and Mergers Co mm ission. New Court. 48 Carey Street. 
London WC2A 2JT. 


COMPANY NOTICES 


DIMOSIA EPNRISiS 
ELEfCTRISMOU 

W* Pow»r Cotpomflonl 
ECU Danoahtatad Floating Rats 
NuntoMI 

NOTICE IS HEREBY GIVEN that for tha 
Intaraat Pariod commencing on 
Zlat September, 1990. tha Nolen will boar 
■merest at dia rata of 1Dk% par annum. Tha 
imarast payable on 21m December, 1990 
against Coupon No. 17 will be ECU 250097 
par ECU 1.000 nominal. 

Fiscal Agent 

ROYAL BANK OF CANADA 
m QB EUROPE LIMITED 
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OXFORD UMVERSITV BUSNES8 
8UHUER SCHOOL (EUBBtar 
ASSOCIATION 

A meeting io knaxh ttw Hantaan* 
Ha o o d a Wo n bo held te Mm fl ete ni i Ofc 
Patf Mai. London, on tf» 1 Ml October at 
BOO pm. 

'V«5^)ieaon CoBaga. 
Kannington. CMert. 0X1 5NY 
Tei: 0865 730007 

THE COMPUTER 
MARKETPLACE 


E&M MICRO COMPUTERS 
offer the full COMPAQ PC 
range including the new 
COMPAQ SU38&/20 laptop 

RING 0952 291670 NOW 


GENEVA SWlTZERLANDFull 
Service is our Business 
inlemalional law and taxes. Mail- 
box, telephone, 
telex and telecopier services 
Translation and secretarial ser- 
vices. 

Formation, domiciliation 
and administration of Swiss and 
Foreign companies. 

Full confidence and 
discretion assured. 
BUSINESS ADVISORY SER- 
VICES S.A.7 Rue Muzy, 1207 

Geneva 

Tel: 736 05 40 Tx: 23342 
Fax: 786 06 44 


HOECHST 

AKTIENGESELLSCHAFT 
D-6230 Frankfurt am Main 80 

United Kingdom shareholders 
are advised that copies of the 
report on the 1 st half-year 1 990 
are now available from:- 

S.G. Warburg & Co. Ltd. 
Paying Agency 
2 Finsbury Avenue 
London EC2M 2PA 


MALTA 

The Financial 
Times proposes to 
publish this survey 
on: 

15th October 
1990 

For a full editorial 
synopsis and 
advertisement details, 
please contact: 

Henry Krzymuski 
on 01-873 3699 

or write to him at: 

Number One 
Southwark Bridge 
London SE1 9HL 
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THE LEGAL PROFESSION 

The Financial Times p ropo ni to pobBih tin t y n i y ou 

OCTOBER 19th 1990 

For a full editorial synopsis and advertisement details, please contact; 
Autiioey Carbonari 
on 971-873 3412 
or write to him at 

Number One 
Southwark Bridge 

Londo n S El 9 HL 
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TECHNOLOGY 


D an Merritt could be forgiven 
for having slightly mixed 
feelings about the Gulf cri- 
sis and its harsh reminder 
of oil’s vulnerability to supply disrup- 
tions and sharp price rises. 

Accompanying as it does the world- 
wide wave of "green" sentiment 
which has brought vehicle exhaust 
emissions near to the top of the envi- 
ronmental agenda, it is likely to make 
even more urgent the search for 
cleaner and morefbfll efficient vehicle 
engines. Electric vehicles have been 
one of the leading candidates for 
attention this year. 

But the hope of Merritt, a principal 
lecturer in thermodynamics at Coven- 
try Polytechnic, is that the new cli- 
mate will encourage a major vehicle 
producer to help advance develop- 
ment of a different form of combus- 
tion engine - one claimed to provide 
70 miles per gallon in urban driving 
in a small family car, qj jfi reduced 
exhaust pollutants without resorting 
to an external catalytic converter. 

The MCC (Merritt Catalytic Com- 
bustion) engine concept is already 
acquiring a core of credibility, having 
won the top prize in this year’s Hone- 
ywell/Sunday Times-sponsored British 
Innovation Awards after a previous 
appearance on the BBC's Tomorrow’s 
World science programme. 

Following recent presentations to 
General Motors, Fold, Chrysler and 
other parties, there is now “a strong 
possibility” of the concept being taken 
beyond the early prototype stage, 
according to Merritt. 

It is claimed to be “the mini ng 
technological link” between diesel 
and petrol engines. Combustion, is 
effected catalyrically, within a plati- 
num-lined combustion chamber, 
Instead of by an electrical spark - as 
with a petrol gngiiw - or simply by 
compression, as with the dieseL 
The catalytic approach, which also 
involves delaying mixing the air and 
fuel vapour until the last possible 
moment, is claimed to overcome the 
disadvantages inherent in both petrol 
and diesel engines. 


The cat takes 
on a new life 

John Griffiths examines the concept for 
a clean, efficient combustion engine 


Catalytic combustion 
engine 


Petrol engines have their fuel and 
air mixed before entering the combus- 
tion chamber, allowing rapid combus- 
tion as soon as ignition takes place. 
This is good for efficiency and allows 
the engine to operate at high speed 
ami develop a lot more power than a 
dieseL But the spark is necessarily 
brief, at one location, and will only 
ignite the mixture if fuel and air are 
in the chemically correct (stoichio- 
metric) proportion. Little has to be 
wrong for combustion to fefl. 

' ironically, if less fowl is needed - 
when creeping along in traffic, for 
example — the air admitted to the 
engine must also be reduced propor- 
tionately or the mixture will not 
ignite at afl. So the engine has to be 
throttled; a counter-productive 
approach since the engine then 
wastes power. 

It is also impossible to completely 
burn a stoichiometric mixture 
quickly. So incomplete combustion 
produces poisonous carbon monoxide 
and unburned hydrocarbons. The 
combustion process is also very hot, 
oxidising not only fuel but nitrogen in 
the air - a factor in add rain. 

Catalytic converters deal with 90 
per cent of such emissions. But these 
cars consume about 10 per cent more 
fuel than non-catalysts and emit 10 
per cent more carbon dioxide. 

Diesels are nearly twice as efficient 
as petrol engines. Very high compres- 
sion ratios can be used because fuel is 


not injected until after the air has 
been compressed, so that there is no 
danger of premature combustion. 
Very lean mixtures can also be used 

nwrtnr li ght Inart and DO throt tling jg 

required. So efficiency in around-town 
driving goes up, rather than down as 
with petrol engines. 

Diesel combustion results from very 
fine fuel droplets coming into contact 
with the hot compres s ed air. After a 
slight delay while the droplets heat 
up, they burst into flame together 
without the need for a spark. 

Disadvantages axe the slight delay 
while the droplets heat up and their 
slow bum relative to a homogeneous 
petrol/air mix. Thus diesels are rela- 
tively slow-running; heavily built to 
allow for the high compression ratio; 
noisy, and the source of undesirable 
particulate emissions as well as nitro- 
gen oxides. 

One key element of the MCC engine 
is the separation of a rich fuel/air mix 
from the bulk of the Induced air dur- 
ing compression, thus gaining the die- 
sel’s advantage of a very high com- 
pression ratio without the risk of 
premature combustion. The other is 
the i gwWng of fh<« mixture by a plati- 
num catalyst coating the entire com- 
bustion chamber, claimed to promote 
complete combustion and the near- 
elimination of exhaust pollutants. 

The combustion chamber is housed 
in a c ylindrical, vertical extension of 
the piston (see diagram). The exten- 



sion itself is used as a secondary pis- 
ton within the “fuel management” 
cylinder. 

During induction, air is drawn into 
the large cylinder - but also into the 
small cylinder via the combustion 
chamber. Fuel, meanwhile, is being 
injected continuously into the small 
cylinder. A pressure differential 
across the combustion chamber keeps 
the mixture inside the small cylinder. 

On the compression stroke, air is 
forced through the combustion cham- 
ber into the small cylinder, keeping 
the increasingly rich fuel/air mix in 
place in the small cylinder until 
shortly before the top of the piston’s 
stroke. The mixture is then forced 
into the combustion chamber. 

Combustion is very rapid because 
of the large surface area causing igni- 
tion, and the swirl-creating vortex of 
the combustion chamber design. As 
the piston moves down, the burning 


gases expand into the main cylinder, 
where combustion is completed. 

Because the fuel is injected on to 
the upper surface of the secondary 
piston, which in normal operating 
conditions will be very hot, even low 
grade fuels such as kerosene could be 
used effectively. 

The MCC engine is cforinmd to oper- 
ate, in urban conditions, at 32 per 
emit efficiency compared with 14 per 
cent for a typical internal combustion 
engine and 43-44 per cent for one of 
the most efficient en gines, a steam 
turbine. 

The project has received £50,000 
support from the Department of Trade 
and Industry, “but we really need £3m 
to get a running engine Into a 
vehicle", says Dr Merritt 

Most important, however, he 
declares, is that “there should be an. 
awareness that an alternative to the 
petrol or diesel engine does exist”. 


RELIVING family holiday 
memories used to be a case of 
passing round a wen-thumbed 
bunch of photos or turning off 
the lights to watch a crackly 
home movie. 

With the home movie 
largely replaced by the video, 
however, it is now the turn of 
the traditional printed photo 
to come under siege. 

In an announcement this 
week Eastman Kodak said that 
it had developed a way of 
transferring photographic 
images from flsmm ffim nega- 
tives oar slides on to a compact 
disc. Inserting the disc into a 
compact disc player, designed 
by Philips, would mean that 
individual snaps could be dis- 
played on the TV screen. 

■Hie move will help Kodak 
protect one of its core bust- 


Snapping up the film market 


nesses, the photographic film. 
In which it is world market 
leader. The market far fli™» is 
growing by 5 per cent a year, 
with over SObn snaps taken 
worldwide last year, according 

to W/vInfc 

It will also pitch the US 
company in direct competition 
with the might of Japan's lead- 
ing electronics and fiiwi maim - 
focturers, such as Canon, Sony 
and Fuji, which are focusing 
their efforts on still video cam- 
eras. With these cameras toe 
image is recorded on to a 
floppy disc, instead of on to 
the camera film, and the 
images then displayed on the 


television screen. 

Still video cameras enable 
photographers to look at their 
snaps immwiiatpiy mtri ape rel- 
atively economical because toe 
images can be erased and the 
disc used again. But several 
disadvantages have led to poor 
sales in the consumer market, 
particularly of the Mavica 
camera from Sony, the com- 
pany which pioneered the 
technology. 

The relatively Ugh price — 
Canon’s Ion camera, for exam- 
ple, costs just under £500 - 
Minima them unattractive far 
the tourist and family market. 
But perhaps a bigger question 


mark hangs over the quality of 
the television pictures. With a 
still video camera the quality 
is limited by the speed of 
charge-coupled device - the 
specialist chip in the camera 
which determines the amount 
of Information which can be 
recorded - and by the quality 
of the magnetic medium on 
which the Images are stored. 

Kodak, one the other hand, 
uses traditional chemical film, 
generally acknowledged as a 
for more sensitive m e dium for 
recording imag pg. And by lim- 
iting the negative-to-CD con- 
version process to the profes- 
sional pr oc ess in g house - not 


the consumer - it has been 
able to devise a high-quality 
scanning system which main- 
tains the picture quality by 
digitising the 35mm Image 
Into lSMbytes of information. 

Nevertheless Kodak 
acknowledges that c ontouring 
developments mean still video 
cameras are improving aU tin 
time. “The big question is, 
when will the quality of elec- 
tronic still cameras improve so 
that It wfll compete with tradi- 
tional fllm,” says Dan Carp, 
vice president and general 
manager of Kodak’s European 
marketing companies. 

Meanwhile Carp believes 


Kodak is offering the con- 
sumer the best of both worlds: 
the high quality picture pro- 
duced by film together with 
the electronics which enable 
the images to be m a i rtpi nM. 

Kodak has yet to prove that- 
consumers are willing to pay 
the £300 or so for the special 
CD player needed to view the 
snaps produced by its Photo 
CD system, in addition to the 
£12 that will be charged for 
putting a 24-shot film on to 
disc. (For high definition tele- 
vision consumers wffl have to 
invest in yet anotho- player.) 
The professional processing 
companies wUl also have to 
invest in £60,000 of equipment 
to do the conversion from neg- 
ative to CD. 

Della Bradshaw 


Synchotron packs 
in the microchips 



M anufacturers of semi- 
conductor production 
equipment are ctev»’ 
oping new machines to satisfy 
the requirements of chipmak- 
ers to pack electronic compo- 
nents and more densely on to 
silicon. , , 

As Japan has the largest 
concentration of major semi- 
conductor makers, Japanese 
companies, backed in some 
insta nces by the Government, 
are highly active in this area. 

Attention is focusing mainly 
on X-ray microlithography 
based on synchrotron orbital 
radiation (SOS), the same tech- 
nology that Oxford Instru- 
ments is developing in the UK 
with funding from IBM. 

IficroUthography — the pro- 
cess used for etching a dense 
circuit pattern on a semicon- 
ductor substrate - is the cor- 
nerstone of integrated circuit 
fabrication- Systems have been 
developed using diverse radia- 
tion sources, including ultravi- 
olet rays, excimer lasers, 
X-rays, electron beams and 
focusedrlon beams. 

Currently, volume produc- 
tion of microchips - especially 
the dynamic random-access 
memory (D-Ram) - relies on 
optical microlithography. How- 
ever, the wavelength of ultravi- 
olet light can only produce a 
minimum feature size Of 0-35 
microns - just enough for a 64 
megabit chip. 

SOR is powerful radiation 
emitted by electrons travelling 
at speeds dose to that of light, 
bent by strong magnetic fields 
in circular accelerators known 
as electron storage rings or 
synchrotrons. X-rays generated 
by synchrotrons are highly 
directional, with an intensity 
100,000 times greater than that 
produced by other sources. 

While originally seen as 
instrumental in the develop- 
ment of 64Mbit D-Rams, cur- 
rent thinking in Japan sees 
SOR as being key to the gener- 
ation after that - 256 Mbit 
D-Rams, prototypes of which 
are expected to become avail- 
able "in roughly three yens,” 
says Hldeo Yoshihara, project 
team with Nipp on Te le- 
graph and Telephone (NTT) al 
tiie firm’s LSI Laboratories in 
AtsugL He adds that “64 Mbit 
technology will rely an deep 
trendi optical lithography," a 
three-dimensional etching tech- 
nique in which patterns are 
cut down into the substrate. 
Japan’s to SOR 


is growing ramtfly. and aoJjjKt 
at NTT. The National Labora- 
tory for High Energy Rhynes 
in Tsukuba plans to convert its 
particle accelerator m to a 
large-scale SOR focibty at a 
S3 of about YlOtm over the 
next five years, 

A consortium of ^ compa- 
nies, with 15 more to joto later, 
plans to begin construction or 
aY9J5bn (£36m) SOR sourcein 
the Osaka area m l£93. 
Reaear chers from universities 
and public laboratories will be 

able to use the faculty at low 
cost. Participating companies 
include Sumitomo Electric 
Industries, Mitsubishi Hectoc, 
Ohbayashi and Kan s ai Electric 

^Tfce Ministry of Interna t i onal 
Trade and Industryhpalso 
been active. BfiTL which intro- 
duced Japanese semiconductor 
makers to microlithography in 
its five-year VLSI Co-operative 
Research Project in the late 
1970s, continues to support 
research in this area. Last 
November Sortec, a research 
organisation established with 
M m support in 1986 to con- 
duct microlithography 
research, began operation of an 
SOR generator at its Tsukuba 
R&D centre. . 

Sortec expects the generator 
to have sufficient ca p acity -to 
process 20-30 wafers per hour, 
which is about the same level 
as an optical microlithography 
system and much better t h a n 
the four per hour from an elec- 
tron hMw machine. Matsush- 
ita has already developed an 
X-ray stepper from a Sortec 
d esi gn, and Sortec win use the 
device to develop a 0-25 micron 
fabrication process. 

The Elec trote chnical Labora- 
tory of Mm’s Agency for 
Industrial Science and Tech- 
nology, in co-operation with 
Sumitomo Electric I ndus tries, 
has also been busy. ETL has 
developed two types of com- 
pact SOR generator. After fur- 
ther tests, they will be nsed to 
manufacture industrial SOR 
generators in combination 
with a linear accelerator which 
Sumitomo wfll develop. 

The Government’s Science 
and Technology Agency is also 
developing SOR accelerators 
and is offering to co-operate 
with tiie go vernment s of the 
US and EC member countries 
in developing SOR accelera- 
tors. 

Stuart Dambrot 
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COMMODITIES AND AGRICULTURE 


Soviet oil production forecast cut further 

By Richard Gourlay 


JSZJrVT* Union has cu 
further its forecast of crude o 
output for this year, confirn 
mg a concern about the rei 
abihty of energy supplies fror 
outside the Gulf which earlie 
this week drove Brent crude o 
prices to an 8-year high. 

. cut probably means 
further fall m Soviet export 
mainly to the eastern bloc, bu 
the oil will m any case be los 
to the world market at a tim 
when analysts are conceme 
that Kuwaiti exports may nc 
be easily replaced. 

Dr Yun Cbemegov, a deput 
minister in the Kremlii 
Bureau of Fuel and Energy 
yesterday said Soviet output c 


crude oil and condensate: 
could Call 10m to 15m tonne: 
snort of the Government's half 
year estimate of 580m tonnes 
for the year. The new estimate 
is even further below the Gov 
emment’s 602m -tonne target. 

Dr Chemegov told a confer 
ence on Soviet joint venture: 
that output would pick up in 
1991 and denied that exports 
would be affected this year. 

However. Prof Yevgeny 
Khartukov. head of the Work 
Energy and Forecasting Group 
the Moscow-based think-tank 
that does independent research 
for various Soviet ministries, 
said exports of crude oil were 
likely to f ali by nearly 20 pet 


cent this year to little more 
than 100m tonnes. 

The new Soviet forecasts 
came as oil analysts at brokers 
County NatWest Woodmac 
forecast the UK would become 
a net importer or oil in Decem- 
ber os a result of shutdowns in 
North Sea fields. North Sea 
production would fall 300,000 
barrels a day below consump- 
tion in December mainly 
because of work on the Forties 
and Brent pipeline systems. In 
August production was “disap- 
pointingly low* at 1.66m b/d, 
the analysts said. 

Brent crude oil for Novem- 
ber delivery slipped 60 cents In 
late trading to 332.20 with ana- 


lysts saying reports or higher 
than expected American gaso- 
line stock figures triggering 
some profit taking. 

Soviet production has been 
badly hit by shortage of sup- 
plies of oil pumping equip- 
ment. drills and pipes, most of 
which are made in the 
southern republic of Azerbai- 
jan, which faced an almost 

total political and economic 
paralysis during January. 

Then earlier this month lead- 
ers of the Soviet oil and gas 
workers in the enormous West 
Siberia oilfield threatened a 
strike unless they got goods to 
buy and better conditions. 

These new factors come on 


top of steadily foiling output 
since the peak in 1988 because 
of a depletion of reserves, a 
Lack of advanced technology 
and a reduction in investment 
in the oil industry. 

Hie Soviet Union produced 
624m tonnes of crude oil and 
condensate in 1988 fall i n g to 
607m in 1969 and what seems a 
likely maximum of 565m 
tonnes this year. According to 
Prof Khartukov. Soviet product 
exports of 55m tonnes this year 
will be little short of last year's 
figure of 57.4m tonnes. The 
crude export fall this year from 
the 1989 level of 127.3m tonnes 
follows exports in 1988 of 144m 
tonnes, or 2J9m barrels a day. 


Salmon farmers net a rich highland harvest 


on a 10-year-old industry that is now earning over £100m a year 



Tandcatch draws in the profits at Sir Wiliam Lithgow’s estate 


David Blackwell 

A SALMON weighing 
more than 40 lb. won- 
derfully marked with a 
flash of silver down each side 
and rising majestically to feed, 
is a beautiful sight. Dozens of 
salmon that si2e. swimming 
purposefully against the cur- 
rent can mesmerise the viewer 
— even when the current is 
artificial and the fish are going 
round and round a giant tank. 

The magnificent 40-pounders 
are the broods tack which will 
be stripped of their eggs and 
milt in a couple of months to 
produce millions of offspring in 
the hatchery at Landcatch. one 
of Scotland's biggest indepen- 
dent salmon farms. The people 
who work in the industry, 
which has been widely critic- 
ised on both environmental 
and food safety grounds, are 
proud of their fish and happy 
to show them off. 

“If we lose four or five of 
them, it's a black tie Job.” says 
Mr Hugh Currie, chief execu- 
tive of Landcatch. 

Salmon fanning is big busi- 
ness in Scotland, even though 
it is little more than 10 years 
old. In 1980 some 600 tonnes of 
fish were harvested. By last 
year the harvest had reached 
28,500 tonnes at £4.000 a tonne. 
Prices have remained static 
this year, but production is 
expected to rise to 35,000 
tonnes, according to the Scot- 
tish Salmon Growers Associa- 
tion. 

Perhaps more important is 
the fact that the new industry 
has brought much needed jobs 
to the Highlands and falanrig 
employing 6,300 out of a total 
population of 250,000. 

The Landcatch farm, which 
employs 41 people, was started 
in 1980 on the 16,OOOacre Orm- 
sary estate in Argyll by Loch 
Caolisport. Sir William Lith- 
gow. of the famous Glasgow 
shipbuilding family, was 
looking for ways of using the 
estate’s resources, which 
included a couple of freshwater 
lochs 200 metres above sea 
level and a 10-mile frontage on 
Loch Caolisport. Sir William 


likes to describe the salmon 
project as “farming water.” 

The key to the whole project 
is an integrated hydroelectric 
power project, taking 10m gal- 
lons a day - enough for a 
town of 70,000 people - from 
the two lochs and producing 
43m fcw hours a year. Once the 
water has passed through the 
power station, it goes through 
the freshwater system used for 
the hatchery and smolts, as 
young salmon are known 
before they go to sea. 

The result of the investment 
(£3m for the hydro scheme and 
£L5m for the fish farm) has 
been the regeneration of the 
estate, according to Mr Currie, 
and profits of more than £lm a 
year before tax. Most dramatic- 
ally the local school, which 
had only three or four pupils in 
1980. had an intake of 17 last 
month and is now looking for a 
second teacher. 

The whole project has been 
built to be as unobtrusive as 
possible. Pipelines are under- 


ground, and the tanks have 
been hidden by a large bank so 
that from the loch it is hard to 
spot where the fish farm is. 

Speeding across the loch to 
the cages where the salmon are 
held for two sea winters before 
harvesting, seals flop lazily 
into the water and cormorants 
skim the waves. Only one seal 
has been shot this year for con- 
tinually trying to break into a 
cage, and workers point out 
the abundant wildlife. 

T here is no doubt that 
the cages are not pretty, 
however carefully sited. 
Even black netting across the 
tops, far less intrusive than 
orange netting, leads to pro- 
tests as seabirds cannot see it 
and dive after the tempting 
salmon to their deaths. 

However, Sir William dis- 
misses the complaints about 
unsightly cages vigorously. 
“What they want is a wilder- 
ness for a playground* he 
says. “I find the shining faces 


of the children at the school 
much more pleasing than the 
tourists.* 

On the shores of Loch Fyne, 
also in Argyll, the Otter Ferry 
fish farm docs not use sea- 
water cages in the loch to rear 
its salmon, but pumps the sea- 
water into shore-based tanks. 
At the harvesting stage a tank 
of 25 metres diameter contains 

2.000 salmon weighing around 
3 kg. 

Mr Alastair Barge, owner of 
the farm, has been able to 
expand to an adjacent farm, 
spending £600,000 to set up a 
similar unit capable of produc- 
ing an annual harvest of 300 
tonnes, three times the output 
of Otter Ferry, which was 
started in 1977. Before then the 
family had run an unprofitable 
sheep farm of 1300 acres. 

The good land has been kept, 
while the hill country has been 
sold for forestry - a fate 
which would probably have 
overtaken all the land but for 
fish fanning. 

Conducting the whole opera- 
tion on land has several advan- 
tages, Mr Barge says. It 
reduces the risk of storm dam- 
age, attacks by predators, dis- 
ease and algae hln mns . Disad- 
vantages inrlnde hi ghe r capital 
costs and pumping costs - 

10.000 gallons a minute are 
pumped through the tankfc at 
Otter Ferry. But these are off- 
set to some extent by the lack 
of a need for boats and lower 
staff costs. 

Both the farms earn a large 
proportion of their money by 
selling eggs and smolts to 
other companies. At Land- 
catch, between 16m and 20m 
eggs are harvested each year, 
while Otter Ferry takes 10m 
eggs, keeping about 800,000 for 
itself. 

The health of the fish is obvi- 
ously an important consider- 
ation - at the smolt stage 
there are 15,000 6-inch fish in a 
tank of 3 metres diameter. Fish 
fanners agree that stress is the 
most damaging thing the fish 
can be subjected to. 

“The key to salmon farming 


is to keep stress to a minimum 
at all times," says Mr Currie. 
Landcatch spreads its cages 
across three sites in Loch Caol- 
isport, Loch Fyne and the Shet- 
lands, leaving one site fallow 
each year in rotation. 

“We have got an awful lot to 
learn from conventional farm- 
ing - this means that if there 
is any disease it does not 
spread to the different year’s 
crops," points out Mr Currie. 
“We feel that it gives better life 
expectancy for the sites - it’s 
good management practice.” 

Questions have been raised 
about the use of dichlorvos, 
which is on the Government's 
Red List of chemicals it wants 
to see eradicated, to cure sea 
lice, a common ailment. Mr 
william Crowe, chief executive 
of the Scottish Salmon Grow- 
ers* Association, said that 460 
operators had been trained to 
use the rhamiral, which is dan- 
gerous at the mixing stage. 
Areas around the cages where 
it has been used had shown no 
signs of being affected by use 
of the chemical, which is biode- 
gradable. 

However, the industry is sen- 
sitive to all criticism, and the 
search for an alternative is on. 

Hie industry has also suf- 
fered several bankruptcies as 
the inexorable rise in produc- 
tion has hit prices. Earlier this 
year Norway introduced a 
scheme to freeze up to 40,000 
tonnes of its projected output 
of 150,000 tonnes in an effort to 
restore credibility to its p ricing 
system. 

“It’s a very high risk busi- 
ness.” says Mr Currie. “If you 
have one bad year it's difficult 
to recover if you are undercapi- 
talised to start off with." 

Nevertheless, the activities 
of most bankrupt farmers have 
been taken over by other com- 
panies, and the industry is not 
contracting. 

“It’s a very young industry,* 
says Mr Barge. “Now we're get- 
ting to second stage problems, 
which I think we are address- 
ing quickly and in the best 
way we can.” 


Peruvian mines minister 


urges caution on pay rises 


By Sally Bowen in Lima 
BTENERO PERU, the Peruvian 

state mining company, is head- 
ing for a 530m loss this year, 
according to Fernando San- 
chez Albavera, Minister of 
Energy and Mines in the new 
administration of Alberto Fuji- 
mori. 

“This means we most be 
very careful about granting 
wage rises,” said the Ministei. 
He criticised the “excessive 
flexibility, not to say irrespon- 
sibility,” of wage concessions 
granted to state companies 
under the previous Govern- 
ment. 

More than 3,000 Mineroperu 


workers have been on strike 
since August 17 after the new 
board of directors refused to 
honour a generous settlement 
made by their predecessors. 

The Ministry of Labour was 
expected to give a final ruling 
on the strike yesterday, open- 
ing the way for a return to 
work. But, meanwhile, five 
strikers were injured, one seri- 
ously, when police used tear 
gas and gunfire to break np a 
protest march at Mlneroperu’s 
copper refinery in the 
southern port of Do. 

“The current labour situa- 
tion in Peru’s private and 


state mining companies is 
quite different,” Mr Sanchez 
Albavera said. 

He pointed to the excellent 
pay settlement reached by 
American-owned Southern 
Peru Copper Corporation, the 
country's largest copper pro- 
ducer, with Its workers after 
only four days of negotiations. 

“State mining companies, 
however, are more directly 
affected by Peru's serious eco- 
nomic problems," the minister 
said. “Prudence will be needed 
in pay negotiations, which 
may mean conflict in the short 
term." 


LME shrugs off latest blow 
to Indonesian nickel outlook 

By Kenneth Gooding, Mining Correspondent 


THE NICKEL market 
yesterday brushed aside news 
that PT International Nickel 
Indonesia (PT Incoj had for the 
second time this year 
announced a substantial reduc- 
tion in its expected metal pro- 
duction for 1990. 

PT Inco said the explosion 
on August 32, which killed five 
people and put one of its 
three boilers out of action, 
would cost the output of 8m lb 
of hickel this year, taking 
the forecast total down to 62m 
lb. 

In spite of this news, the 
London Metal Exchange price 
of nickel for immediate deliv- 
ery fell by $29150 yesterday to 
$10,745 a tonne. Metal for deliv- 
ery in three months closed $225 
down at $10,562 a tonne. 

Mr Nick Moore, metals ana- 
lyst with the Ord Minnett 
flnanriflT services groap, said: 


"There will be pedestrian 
demand for all base metals 
next year - the higher the oil 
price goes, the worse it will be 
for metals. We will see cash 
nickel at $4 a lb ($8,816 a 
tonne) before this year is out.” 

However, Mr Neil Buxton, 
analyst at Shearson Lehman 
Brothers, pointed out that 
there were other interruptions 
to supplies of nickel - includ- 
ing the closure of a Cuban 
smelter and tbe absence of 
deliveries to the LME from the 
Soviet Union - which might 
cause the price to move 
sharply upwards for brief peri- 
ods. He also pointed out that 
the LME’s nickel stocks are 
currently only about 2,000 
tonnes and this helped to put 
some perspective on the expec- 
ted loss of 3,600 tonnes from PT 
Inco. 

When PT loco, now 58 per 


cent owned by Inco of Canada, 
was floated on the Jakarta 
stock exchange in April it fore- 
cast output of 80m lb for 1990 
but in June this was reduced 
to 70m lb. The company cited 
production problems and the 
fact that its expansion pro- 
gramme - to take capacity to 
105m lb a year - had been 
delayed. 

PT Inco was yesterday stand- 
ing by its forecast that its 
nickel output in 1991 would be 
80m lb. 

At the same time, Inco in 
Canada said it was to resume 
nickel production at its lowest- 
grade and highest-cost mine in 
Ontario, Creighton No 3, which 
was closed in March. Inco said 
it would take about five weeks 
to crank the mine up to full 
production but would not give 
any indication of expected 
output. 


Aluminium shortfall forecast 


By Kenneth Gooding 

THE ALUMINIUM market will 
almost certainly move into 
another deficit of supply com- 
pared with demand next year 
and r emain in that situation in 
1992, suggests Billiton-En- 
thoven Metals, the Royal 
Dutch Shell subsidiary, in a 
special report published today. 
Prices will have to rise suffi- 
ciently to persuade marginal 
producers to remain in opera- 
tion, it says. 

Billiton adds a warning, 
however. Should events in the 
Gulf result in oil-induced infla- 
tion tipping the US economy 
into recession, it says, the 
reverberations would be felt 
world-wide and result in a 
sharp fan in demand for alu- 
minium. 

“Smelters would be slow to 
respond by cutting back pro- 
duction, partly as a result of 


having power and alumina 
contracts tied to the metal 
price. Inventories would accu- 
mulate and prices would be 
driven sharply lower and 
remain depressed for a pro- 
longed period,” says the 
author, Mr Angus ManMllian. 

Assuming a recession is 
avoided, however. Billiton 

expects a 150.000 tonnes short- 
fall of aluminium supply in 

1991 compared with a surplus 
trf -50.008 tonnes this year. In 

1992 another supply shortfall of 

50,000 tonnes is forecast. 

“Thus the stage is set for a 
period of strong prices." Billi- 
ton suggests that tbe London 
Metal Exchange price of alu- 
minium for immediate delivery 
will average about US$1 a lb in 
the last quarter of this year to 
give an average of 79.7 cents a 
lb for 1990 as a whole, down 


from 82.7 cents last year. 

Prices are forecast to stay 
well above $1 a lb in the first 
half of next year and to aver- 
age $1 a lb for the year as a 
whole. For 1992 Billiton fore- 
casts an average LME cash 
price of 85 cents a lb. 

Billiton suggests that pri- 
mary aluminium production 
will rise from 14377m tonnes 
last year to 143m tonnes in 
1990 and then to 1435m tonnes 
and I5.45M tonnes in I99f antT 
1992 respectively. Consump- 
tion, meanwhile, is forecast to 
rise from 14.655 tonnes in 1989 
to 14.725 tonnes this year, 
15.25m tonnes next year and to 
15.7m tonnes in 1992. 

" The Billiton-Enthoven Report 
on the Aluminium Market, " 
£150 or US$300 from BRUton- 
Enthooen Metals. 84 Fenchurch 
Street, London EC3M 4BY. 


WORLD COMMODITIES PRICES 


MARKET REPORT 

Copper prices closed slightly 
ahead on the LME yesterday, with 
sterling's weakness against the 
dollar helping to support the 
market after the heavy fall on 
Tuesday. On Comex prices were 
just ahead at midsession after 
a wave of morning selling dried 
up. But chart watchers said the 
December contract was likely to 
encounter resistance at 126 cents 
a lb. “Yesterday (Tuesday) and 
this morning we’ve been 
experiencing a major shakeout,* 
said one New York trader. “I think 
people expected this type of move, 
but maybe not all at once." 
Aluminium's bull trend reasserted 
Itself on the LME after being 

London Markets 


unsettled by Tuesday's copper 
and zinc sell-offs. Trade short 
covering and speculative buying 
fuelled the rise, which was met 
by profit-taking and some hedge 
selling, traders said. Zinc 
remained under pressure, 
however. Traders expect prices 
to attempt to consolidate above 
$1,400 a tonne. But any break 
below that level would signal that 
the market was still on course 
for a fail to around $1,250 a tonne 
— a long-term prediction by some 
analysts which is based on a 
deteriorating fundamental 
background. 

Compiled from Reuters 
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1519-21 108.161 lots 

Lead (t per tome) 




Total daily turnover 2.779 tola 

Cart 

3 months 

437-8 

447-9 

434-6 

4456 

4365/435 

447/444 

43565 

445-7 

447-8 10.932 tots 

Mkkal (3 per tonne) 




Total doily turnover 3JB3 lots 

Cash 

3 months 

10740-60 

10650-75 

11025-60 

1077530 

10600 

10700/10550 

10780-800 

10550-75 

10600-50 BJ87 Iota 

Tin ($ per tonne) 




Total daily turnover 1888 lots 

Cash 

3 months 

581545 

5620-1 

0620-40 

6940-60 

5840/5880 

57858 

6885900 

5825-30 5,783 lots 

One, Special Mgh (Neds <3 per tonne) 



Total dolly turnover 6268 lots 

Cash 

8 months 

151520 

14357 

15356 

1449-60 

1488/1495 

1482/1410 

1495-8 

1420-3 

1438-40 19.701 tots 

LUC Oksdng CIS rasa: 
SPOT: 18600 

3 months: 1.8594 

8 months: 18315 9 months: 18081 


gNBOwittNLJONMAgan; New York 

OoM (Bno ax) s price E equivalent 


Ctoae 

38612 -387 

206-205 *2 






Opening 
Morning ffar 
Afternoon fbc 

3861,-88541 

38645 

38650 

201 >4-201 

GOLD 100 troy oz-: Sftroy ax. 


204.281 



Close 

Previous 

High/Low 


Dey*s high 
Day's low 

887-387 lg 
395 V3854i 



Sep 

Oct 

Nov 

Dee 

Feb 

Apr 

Jun 

3860 

3866 

389.2 

391.4 

395.7 

367.6 

3667 

391.1 

3933 

337 J 

0 

387.7 

a 

3962 

0 

3858 

0 

3908 

3862 

388.0 

403.5 

Coins 

6 price 

C equhetom 

4060 

406 0 

404.1 

Mapleieaf 

Britannia 

US Eagle 

Angel 

Krugerrand 

395401 

306-401 

395401 

385401 

336-339 

210-213 

215213 

215213 

210-213 

20412-20612 

Oct 

412.7 

414.7 

0 

0 

Nsw Sov. 

Old Sov. 
Noble Plat 

92-94 46^-4Sfe 

6594 4S £-49 *2 

464J5471JM 24625-240.15 

PLATINUM 50 trey OS 3/troy OZ- 



Clone 

Provtoua 

Htgh/Low 






Oct 

Jan 

Apr 

499.0 
465-0 

472.0 

461.6 

4064 

474JJ 

461.0 

467 J 
4720 

457.0 

404J 

4708 

SNsr fa 

prime oz 

US cm equiv 






Spot 

3 months 

260.60 

259.70 

43000 
<80 JO 







12 months 

26625 

519.15 


StVEB 5,000 troy oz; centariroy oz. 







Clone 

Previous 

Hlgh/Low 






Sep 

Oct 

4769 

477-8 

479.0 

4BtL2 

479.0 

0 

4760 

0 

TUMI DPI ABU. 



Nov 

Dec 

Jan 

4858 
487.7 

4859 
502-9 
510 2 
5169 

483 8 
467.7 
4961 
4961 

505.1 

512-3 

519.0 

0 

4905 

0 

501.0 

505.0 

513.0 

484.5 

0 

4958 

503.1 

510.0 

0 

Coffee 

Nov 

Jan Nov 

Jan 

550 

600 

BED 

49 

19 

5 

73 6 

41 28 

22 62 

13 

3r 

62 

May 

Jul 

Sep 

Co coo 

Dec 

Mar Dec 

Mar 




700 

750 

800 

62 

36 

102 25 

74 49 

33 

56 









HIGH GRADE COPPER 2S.OOOIIW; cemsrito 






Ctoae 

Previous 

Hlgh/Low 






Sep 

Oct 

127 JO 

130.00 

130 JO 

127 00 

Braot Crude 

Nov 

Dec Nov 

Doc 

12S.2S 

128.G5 

128 90 

125.70 

3000 

3050 

3150 

8675 

100 


Dec 

Jon 

Mar 

Apr 

May 

Jun 

Jul 

119.75 
117.25 

113.75 
11220 
110.65 
109 JO 

107.75 

124.00 

121 JO 

117.00 
11520 
11130 

111 JO 

110.00 

124 40 
121.00 
117.60 

0 

11X20 

0 

11X30 

IIS JO 

nr jo 

113.60 

0 

112.80 

0 

109J0 


CRUDE OR. (Light) 42800 US galls tflaarret 


Latest Previous High/Low 


Oct 

3285 

33.41 

3330 

32-23 

Nov 

32.65 

3267 

3310 

3180 

Doc 

3185 

3188 

32.00 

30-75 

Fob 

29.45 

29.68 

2085 

29.00 

Mar 

2680 

2688 

2690 

2606 

Apr 

2605 

28.19 

2886 

27.79 


HEATMQ OM- 42.000 us galls. conts/US galls 



Latest 

Previous 

Hlgh/Low 


Fob 

8660 

HS4S 

8710 

8440 

Apr 

8015 

7345 

8015 

7720 

May 

7650 

7828 

7850 

7550 

Jun 

7550 

7505 

7550 

7460 

Jul 

7450 

7460 

74SO 

7410 


COCOA 10 tonnes’Jnonnas 



Ctoee 

Previous 

High/Low 


Dec 

1201 

1291 

1273 

1255 

Mar 

1290 

1332 

1311 

1280 

May 

1330 

1301 

1340 

1325 

Jui 

13GB 

1390 

1350 

1357 

Sep 

1380 

1421 

0 

0 

Dec 

1423 

1454 

0 

0 


COFFEE -C" 37J00tba; cents/tba 



Cloaa 

Previous 

Hlgh/Low 


Dec 

97.10 

95.65 

9780 

9680 

Mar 

100.00 

B67D 

10070 

BB.70 

May 

10280 

10075 

102.30 

10070 

Jul 

104.25 

102.60 

103.50 

10380 

Sep 

106 40 

104 JS 

105-2S 

10580 

Dec 

106J0 

10680 

0 

0 

SUGAR WORLD “IT 112800 lbs; eantsribe 


Ctoae 

Previous 

Hlgh/Low 


Oct 

1185 

1082 

1186 

1086 

Mar 

1062 

1X62 

taw 

10.46 

May 

10.60 

1DJ1 

10.63 

1046 

Jut 

10.61 

1QJ1 

10.63 

10.45 

Oct 

1086 

10.56 

1066 

1052 


COTTON GO.OOr cents/Urs 


Ctoee 

Previous 

Hlgh/Low 


Oct 

75.90 

7380 

7580 

7485 

Dec 

7385 

7230 

74.10 

7225 

Mar 

75.00 

7383 

7585 

73 43 

Stay 

75.10 

74.15 

75.10 

7480 

Jul 

75.10 

74. T1 

75.10 

74.11 

Oct 

7000 

60.75 

0 

0 

Dec 

68.00 

87.80 

6000 

6780 


ORANGE JUICE 15,000 lbs: cents/lbs 



Close 

PrevioL® 

Hlgh/Low 


Nqv 

13480 

138.70 

137.70 

134.60 

Jan 

131.10 

132.65 

13380 

131.00 

Mar 

13225 

133.00 

134.50 

T31J0 

Stay 

135.00 

133.00 

0 

0 


amen 

REUTERS (Bose: September IB 1931 - 100) 

Sep IB 

Sap 18 

mnth ago yr ago 

17851 

17959 

1778.4 1907 J 

| DOW JONES (Base: Dec. 31 1874 - 100) | 

| Sep 18 

Sap 17 

mnth ago yr ago 

Spot 129.43 
Futures 137-26 

129.07 

132.29 

13384 12957 

13483 12988 


Chicago 


SOYABEANS 5.000 bu min; centa/aoto bushel 



Close 

Previous 

High/Low 


Sep 

612/4 

622/4 

620/0 

611/0 

Nov 

817/8 

633/2 

631/4 

617/0 

Jan 

832/2 

648/0 

648/0 

631/4 

Mar 

B4S/2 

660/2 

BS8/D 

044/4 

May 

655/0 

670/0 

068/0 

664/4 

Jul 

66210 

676/0 

575/4 

661/4 

Aug 

656/4 

668/0 

667/0 

658/4 

Sep 

635/0 

645/0 

645/0 

635/0 

SOYABEAN OIL 60,000 lbs; centsrib 


Close 

Previous 

High/Low 


Sep 

23-62 

23.78 

23. ZB 

23J4 

Oct 

2343 

23.84 

23.83 

23.42 

Dec 

2381 

2*84 

23.89 

2380 

Jan 

2388 

24.25 

2480 

2385 

Mar 

24.17 

2481 

74,50 

24.15 

May 

24.40 

24.70 

24.70 

24.40 

Jul 

24.48 

24.75 

24.76 

24.45 

A«0 

74.40 

2487 

0 

0 


SOYABEAN HEAL 100 lone; $non 



Ctosa 

Provtoua 

Hlgh/Low 


Sep 

160.7 

184,2 

2184.0 

1808 

Oct 

180.1 

1B5.0 

1848 

180.0 

Dec 

1838 

1888 

1B8.3 

183-6 

.Jan 

185.4 

1898 

1898 

1858 

Mar 

18&J 

192 6 

182.5 

1SSJ 

May 

1BR.B 

1938 

193-0 

109.5 

Jul 

181.0 

185.0 

184-5 


Aug 

1BQ.0 

193-2 

183-0 

190.0 


HAPF 5.000 bu min; cants/Sfilb bushel 



Close 

Provtoua 

Hlgh/Low 


Sep 

234/2 

237/0 

237/0 

232/4 

Dec 

22272 

226/0 

225/4 

222 m 

Mar 

232/2 

236/0 

235/8 

232/0 

May 

238/4 

242/4 

241/8 

23872 

Jui 

242/G 

246/6 

246/0 

242/4 

Sop 

241/e 

246/2 

248/0 


Dec 

243/4 

247/4 

247/0 

743/2 

WHEAT 6.000 bu min: eents/SOtb-bushel 


Ctosa 

Previous 

Hlgh/Low 


Sep 

257/4 

253/4 

258/8 

256/4 

Dec 

268/2 

275/0 

274/6 


Mar 

285/4 

289/4 

268/2 

283/4 

May 

293/0 

297/4 

297/4 


Jul 

296/2 

303/0 

303/0 


Sep 

303/0 

308/D 

306/D 

303m 


LIVE CATTLE 40,000 Ibe: oenfe/lbs 


dose Previous High/Low 


Oct 

79.87 

79.47 

79.72 


Doc 

77.40 

7727 

77.60 


Fbb 

75.72 

7582 

7587 


Apr 

78-00 

76.00 

78.10 


Jun 

73.00 

7385 

73.95 


Aug 

7285 

72.15 

7285 


Oct 

7286 

72.15 

72-33 

7206 


LIVE HOGS 30.000 lb; cents/tbs 



Close 

Previous 

Hlgh/Low 


Oct 

53-82 

53.47 

53-92 


Dec 

5280 

5282 

5270 



49.12 

4985 

48.80 


Apr 

<585 

4585 

4685 


Jun 

50JS 

G0.40 

60 JO 


Jul 

50.55 

60 JO 

SO JO 


Aug 

4880 

49.15 

0 


Oct 

4186 

4382 

0 

4385 


POHK BELLIES 40000 Ibe; cenis/lb 




Close 

Previous 

Htgh/Low 


Fob 

Mar 

May 

Jtd 

Aug 

5640 

5887 

5780 

58.87 

5685 

5642 

5675 

57.40 

57.12 

54-30 

57.10 

87.00 

57.00 

57.10 

5525 

scan 

55.95 

66 JS 
S8J0 
0 




TRANSACTIONS ■ project 


TO SHOW HOW VENTURE CAPITAL WORKS FOR YOU 


O 

u 


Ui 

u 
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o 

Or 
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You are 
ambitious. You’ve 
heard of venture capital. 
And 3i. But what exactly can we 
do for you? 

As the U.K.’s biggest venture capital 
company, 3i is committed to helping you 
achieve your ambitions by making venture 
capital more accessible. And easier to under- 
stand. 

Which is why we created The Wheel of Change 
in Business. If you can show us where 
you want to be, 3i can help you get 


“I want 
to hand 


'.I - -■■■■• 


* fj . 




f ; 1 '. '-tv '-■•'■a 

* V-.r 


there. 

The first step is easy, just tell us 
where you are now: 

“I want to 

■/ breakout 

of the corporate structure.” 

3i venture capital can help you 

getting into business for yourself. 

want to be 





my business on . 1 

Changes in ownership are a normal 
part of business life. If you've reached the 
stage where you want to hand over your 
business or some of your shares to the next 
generation, 3i can help you manage succession. 

want to focus on 
iBBBBWPrir what we do best.” 

C-it All being well, a successful company 

will become a large business. 
Eventually, you may want to talk 
to 3i about restructuring your com- 
pany in order to concentrate on 
core activities or to grow by 

“I want to 
/ break out.. ” 


o 

-A 



tC 

O V; 

tP 

«/* 

vT> 

O 

rf- 

o 


/W A 


my own boss ” 

You may be thinking about starring a company, 
doing a management buy-out or buy-in. 3i can 
tailor its investment to match your needs. 



'v ; ; : 

V ■. 7.' - X 




Please complete your name and address, 
giving company details if appropriate. Then 
complete the section which applies to you. 
Tick boxes lo indicate “Yes" leave them 
Wank for “No". Tick more than one box if 
appropriate. AH replies are treated in the 
strictest confidence. Post this compleied 
survey to 3i, The Wheel of Change in 
Business, FREEPOST, 91 Waterloo Road. 
London SE1 SBR. 


✓ 


INDIVIDUALS 


i>: 


CHANGE OF OWNERSHIP 


insexiors in industry 


Name: Mr/Mrs/Miss/Ms. 


1. When arc you p&tuxcng to own and manage your own business? 

In l year □ 2-3 years □ 3-4 years □ 5+ yeans □ 
Z How arc you p lanning to gam ownership of yonr own business? 

Management Buy-out □ Management Buy-in □ Stan a new business □ 
1 need to find out more about the various methods of owning 

my own business □ 

3. Fora Management Buy-in, have yon identified a target company? YcsQ 

NoD 

GETTING INTO BUSINESS 




Posioon/Job Title. 


Company Name. 


Type of Business. 


Address Home □ or Business □ (Plane rick) 


.Postcode. 


Telephone. 


.Your Dateof Binh:- 


4. Do you have a start up idea? 

In mind □ Prepared a business plan □ Noi yet □ 
Already started hut need additional capital □ 

5. In which industry arc you planning to start your business? 

6. Hare yon pm together a management team? Yes □ NnQ 

?. When are you pianoing to start yonr business? 

Ini year □ 2-3 years □ 3-4 years 0 5+yearsD 

GROWING A BUSINESS 

8. How are jro« planning to grow your business? 

Acquire another business D Develop a new producl/inarkci □ 
Change location □ Or are you growing (aster than your finances win allow? □ 

9. How much capital do you estimate you will need to fund your growth in 

the neat 2 yeas? Up to £100,0000 £ 100,000 - £500,000 □ 

£500,000 - Elm □ More than Elm □ 


10. Having bail! up your business do you want to: 

Pass it on to the next generation in your family? d 
Realise some cash as a reward for all your effort but stay involved? □ 
Sell your shareholding? □ SdJ your business? □ 
Kell to the management team, or strengthen the management team 
in order to self to them in the future? □ 
U. By when do you expert to Jure achieved these plans? 

Over the next year P Over the next 2 years □ Over the next 5 years □ 

LARGE BUSINESS (Turnover £100m +> 

12. Large businesses face key strategic issues in the 90s c on c ernin g 
shareholder value, the problems of shoft-tenaism, and die role of 

middle manag em ent, 

3 i has prepared several publications which focus on the issues 
and rhaUmpt facing corporate m a na ge m ent. Please indicate if you 
would like to receive a copy of the following: 

□ CfciK-rarifig Shareholder Value - an in-depib report. 

□ TLC UK - Corporate Attitudes to Stock Market Valuations - a Survey 
of 20(1 Finance Directors. 

□ Towards the Entrepreneurial & Empowering Organisation - a 
iranscript nf a major conference held in association with Tom Peters. 

ADVISERS 

13. If you are a financial or legal adviser to businesses and would tike to 
find out more about 3i and venture capital, please tick this box. □ 


MAKE IT your business to change 




YjAM 




if 
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LONDON STOCK EXCHANGE 


Shares hold steady in thin business 


FINANCIAL TIMES STOCK INDICES 


Sapt 

18 


S«pi 

13 


Year 

Ago 


wen 


Since Ccmpnatton 
High Low 


NE 5. Vl ™- steadie d somewhat 
on the UK stock market y ester • 

da .y* ^* hen traii ers were 
relieved to see Wall Street turn 
m a more stable performance 
overnight and oil prices and 
sterling turned low fl! 

don- But the market was again 
plagued by the low tradinevol- 
ume which has brought 
renewed hints that some m|W 
players are t hinkin g of leaving 
the London securities trading 
arena. 

A brave start on the back of 
Storks resilience took the 
r r-oJs Index up by nearly 12 
points; but, with the sorely bat- 
tered construction sector hit 
afresh when Barratt Develop- 
ments became the first leading 


78.45 7859 


70.31 


78.27 78.56 85.86 


ftcnonwt Dealing 

DMUnqc 
Sep id 

SapM 

OB 8 

omton DMariw: 

Sop 20 Oct 4 

Oct 10 

Lae* TtoaOeaai 

Sap »i 

Ocr o 

Oo to 

OeCBi—t Day; 

Oct 1 

Oc* is 

Oct 29 

*Wa—daia deattn 
130 am t»o baal 

pa way tab 
aaaa rtaya 

• Ptoea Hon 

aarttor. 


UK housebuilder to cut its divi- 
dend, the market soon lost 
heart. The Footsie slipped into 
negative territory and spent 
the rest of the session jousting 
with its overnight quotation. 

A couple of modest trading 
programmes, one from County 
NatWest, the London Invest- 
ment bank and marketmaker 


which in the previous session 
had downgraded a list of lead- 
ing conglomerates, raised 
hopes at one time that the big 
battalions had changed heart 

However, a gain of three 
points on the Footsie proved 
all that the market would 
allow, and even this was 
trimmed before the close as 
Wall Street reversed an early 
gain in the new session to 
show a net fall of 6.4 Dow 
points in London trading 
hours. 

At the close, the FT-SE lodes 
was a net 13 up at 2.0653, with 
dealers looking uncomfortably 
towards Footsie 2.051.2, the 
year's trading low. This trad- 
ing low is a "key support 


level," according to Mr Robin 
Aspinall of Hoarc Govett, who 
continues to warn of the dan- 
ger of a fall to the 1380 leveL 
Seaq trading volume of 3863ra 
shares compared with 3803m 
an Tuesday. 

Yesterday's trading pro- 
grammes, like those of recent 
weeks, are regarded as doubt- 
ful blessings by trading 
houses. Dealers claim that 
fund managers bait the pro- 
grammes with a few blue chip 
stocks but lace them heavily 
with beta and gamma stocks, 
second line Issues difficult to 
shift in a stock market starved 
of Investment interest. 

The company news flow 
slackened yesterday, and good 


interim figures from Tesco. the 
food supermarketeer, although 
widely predicted In the market, 
took some pressure off the con- 
sumer sector. But a major test 
comes today with results from 
Glaxo, regarded as a recession- 
hedge stock; the pharmaceuti- 
cal group is also keenly 
affected by currency rates. 

• The FT-SE Index Steering 
Committee decided yesterday 
on the deletion of Burton 
Group, Carlton Communica- 
tions and Taylor Woodrow 
from the FT-SE 100 Index. The 
replacements, effective from 
October l. are two water 
stocks, Severn Trent and 
Anglian Water, and Bank, of 
Scotland. 


87.01 87.04 


8450 

<2/t) 


74.13 127.4 48.18 

130/41 (9/1/35) (371775) 


87.10 87.10 87. 15 


98.18 


S2 91 
( 8/11 


83.80 105.4 3053 

130/41 08/11/471 (3/1/75) 


1578. 1 1578.8 1608.1 1609 6 1832.9 1954.6 


1968.3 

(3/1) 


15781 

(18/9) 


2008-6 49.4 

<5/9/891 (26/6/401 


Odd UbM 


182.7 


186-2 


188.6 


189.0 182.3 203.5 


3785 

(6/2) 


167.9 

115/6) 


734.7 435 

(15/2/ 83) (28/10/71) 


FT-tt IfiO Swra 


2085.8 2064.0 20343 2093 8 2127.1 2363-8 


2483.7 

(3/1) 


2064.0 

(18/91 


2463.7 

(3/1/90) 


(23/7/84) 


Ord.Otv.VMd 5-02 B.C2 5 91 5.78 5 81 4.17 Basra 100 Govt. Saco 15/10/26. Ftaad tm. 1*28. 

Earning Yld 5b(MI) 1i63 1263 12 39 1217 12.27 9 99 OnOnuy 1/7/35, Sold mtava 12(9/38. Bast* WO? 

P/E RattofNoQfai 9.80 9.80 9.78 9 98 g 83 12.07 FT-SE 100 31/12/83. ft NU 94S 


SEAO Bare"* 4 *5pm 
Equity TumcmwlDnit 
Equity Bargalnst 
Sftaros Traded (nd)t 


17,418 


17.815 

639.93 

16.187 

3122 


16,310 

527.48 

16.183 

270.1 


18.558 

619.09 

16.954 

324.5 


15.684 24.509 

569 87 907.07 

16,019 23,902 

3053 347a 


GILT EDGED ACTIVITY 


Ortteanr Share ladas. Hourly change* Day’s High 1586.1 Day’* Low 1573J 


Open 

1S6&6 


■9 am 
15803 


Gin Edged Bargains 
5- Day average 


7BJZ 

77.1 


63L0 

7841 


10 am 
1582.7 


llem | 1 12 pm 1 1pm 2 pm 3 pm 4 pm 
l577.0j M 574 91 1577.8 1579.1 1S7a4 1577.7 


FT-ae. Kaurfy ctansee 


Day's Htgn 2075.9 


Day’s low 2081.6 


Open 

2075.7 


B am 
2068.8 


10 am 
2073.2 


11am 12 pm 1pm 2 pm 3 pm I I 4 pm 
2065 5 20628 2084.7 2065.8 2068.5 2067a 


■SE Actlvny 1974. 

(Excluding (ntra-martoet buelness 
& Overseas toraovor. 

London report and latest 
Share index: Tel. 0898 123001. 


Dividend 
cut hits 
Barratt 

THE growing list of bad news 
from the housebuilding sector 
took in Barratt Developments, 
one of the UK's biggest pure 
housebuilders, which yester- 
day revealed a steep decline in 
profits and a sharp cut in the 
final dividend. Until now the 
big building groups, such as 
Wimpey, Mowlem and Taylor 
Woodrow, have all maintained 
or raised their dividends. 

Barratt shares have been 
under pressure for same time 
as the market has fretted about 
the possibility of a dividend 
rednetion. They dropped to 
lOOp at one point yesterday, 
before steadying and then ral- 
lying to close 14 down at I06p. 

"Barratt did not cut the pay- 
ment in the worst days of the 
timber frame controversy in 
1985,” recalled one building 
sector specialist, who added 
that the reduction "is quite 
likely to set the scene for more 
dividend cuts in the sector.” 

Analysts were busy yester- 
day hacking away st forecasts 
for the current year. One 
moved to £23m. bat the major- 
ity of estimates are in the 
region of £26m to £27m; £26m 
being the crucial level of pre- 
tax profits to enable the com- 
pany to main tab the dividend 
total of 9p- 

Norcros worries 

Concern lor Norcros, the 
industrial tod building materi- 
als group, ^surfaced after the 
reduced dividend payment 
from BarritL Dividend doubts 
have plaghed Norcros shares 
for weeks and the price weak- 
ness wastaiore apparent yester- 
day, illustrating the market’s 
acceptance of a cut in the cur- 
rent rate of I6p per share. The 
stock closed 22 down at 91p. 

Analysts also began reduc- 
ing profit expectations for the 
group, rith Mr David Ireland 
of Home Govett moving back 
to £284m from E34m. Gearing 
could dse to nearly 80 per cent 
from the current 47 per cent, 
and ii might make sense to 
halve the dividend to 8p per 
shard said the researcher, who 
believes the company will be 
realistic about the situation. 

Tie foil in the shares could 
revive bid speculation, said a 
trader, who recalled that Wil- 
liams Holdings narrowly foiled 
to acquire Norcros In the 
spring of 1987. Norcros shares 
were then 430p. 

C and W rerated 

Hard on the heels of its 
downgrading of British Tele- 
com, Hoare Govett took its red 
pencil to profits esti m ates for 


BT’s competitor Cable and 
Wireless. 

Although maintaining his 
positive stance on C and W. Mr 
Bob Pringle. Hoare's telecoms 
analyst, reduced his current 
year profits forecast from 
£665m to £630m and that for 
next year from E790m to £7 60m. 
Mr Pringle cited exchange rate 
movements and continuing 
high rates of capital expendi- 
ture on Mercury by C and W as 
the reasons behind the adjust- 
ment in estimates. But Hoare 
still expects C and W to outper- 
form BT. 

C and W declined 5 to 434p 
on turnover of 1.9m shares. BT, 
mauled by recent profits down- 
grades, retreated a further 6 to 
270p on volume of 8.8m. 

Sir Bry an Ca rsberg, chair- 
man of OFTEL (the telecom- 
munications watchdog), is 
scheduled to address a meeting 
of institutions and broking 
analysts at S.G. Warburg Secu- 
rities today on the subject of 
the telecoms duopoly and regu- 
lation. 

Tesco discounted 

Good interim results from 
Tesco had been well signalled 
by analysts earlier this week, 
and the market took yester- 
day's announcement calmly. 
The news of a 35 per cent prof- 
its increase to £l87.9m had 
been more than discounted by 
the rise of 5 in the share price 
over the previous two sessions, 
and the shares gave back 2 yes- 
terday to 229p. Turnover was a 
solid 3.8m- 

Mr Bill Myers at Henderson 
Crosthwaite raised his profits 
forecast for Tesco for the full 
year by £12m to £410m. He said 
that ahead of the analysts’ 
meeting the only concern had 
been how the company could 
afford its level of debt - Tesco's 
capital spending for the whole 
year is almost £950m • "and it 
does appear that they can con- 
tain their gearing.” Mr Myers 
added that the company had 
been “beavering away for 10 
years and now we are seeing 
the result” 

Other analysts reiterated 
their belief in the food retailing 
sector in times of recession. 
They picked out both Tesco 
and Sainsbury, whose shares 
had also risen earlier in the 
week and yesterday climbed to 
310p before closing a penny off 
on the day at 304p. 

The endorsement of Willis 
Faber’s original share-ex- 
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change offer for Corroon St 
Black by the latter’s board of 
directors, despite the increased 
counter-offer from US insurer 
Aon Corporation, took the mar- 
ket by surprise and triggered a 
sharp upward move by Willis 
shares. They improved almost 
5 per cent to dose 9 higher at 
210 p; turnover reached 2.3m, 
well head of usual levels of 
activity. 

Dealers said they had been 
expecting Willis to increase its 
offer, a move that would have 
led to earning # dilution for Wil- 
lis shares. Willis’s offer was 
equal to $30-plus, while Aon 
said it was prepared to pay $40 
cash a share for Corroon, with 
the approval of the Corroon 
board. 

Simon Willis, insurance 
broking analyst at County Nat- 
West. said the latest news 
"showed the balance definitely 
tilting in Willis’s favour," but 
he added that there r emaine d 
“an element of uncertainty" 
surrounding the bid. 

International stocks were 
encouraged by the softness of 
sterling. Ever-volatfle Reuters 
was 26 higher at one point in 
the wake of its acquisition of 
Uplink, one of seven compa- 
nies licensed to compete with 
British Telecom and Mercury 
Communications in the UK- 
based satellite communications 
market The shares ended 13 
ahead on the day at 790p- 
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The sale of most of Smlth- 
Kline Beecham's consumer 

E roducts distribution services 
t the UK for £13m helped sen- 
timent and the stock added 6 at 
Mlp. The buyer, BOC, eased a 
penny to 457p. 

Traders suggested that BZW 
had upgraded Unilever, but the 
securities house denied this, 
saying that currency factors 
had helped the stock rise 8 to 
609p. 

Bass firmed 7 to 967p as Mr 
Kevin Feeny of S.G. Warburg 
said that recent "over-optimis- 
tic expectations have been 
reined back by analysis and 
the net effect has been to put 
Bass on a more realistic rating 
for current and next year’s 
profits.” 

Traders initially took bull 
positions in Guinness ahead of 
today's interims. The shares 
were 7 better at one point, but 
once the buying was satisfied 
sellers had the market to them- 
selves and left the price 2 
lower on the day at 680p. 

There were divergent moves 
in Chemical issues scheduled 
to report interim results today. 
Foseco, which has outper- 
formed by 5 per cent relative to 
the market over the past 
month, slipped back 11 to 188 p, 
with Smith New Court fore- 
casting profits of £2U>ra, hav- 
ing recently reduced from 
£24.5m. BZW expects only 
£20m_ Laporte edged forward 
to 446p, supported by favoura- 
ble r ecommendations and esti- 
mates that profits could com- 
fortably exceed £50m. 

Cookson was down another 6 
at 90p. The assumption in the 
market is that the news may 
get worse, given the current 
poor environment for dispos- 
als, a possible injection 
for Tioxide and a question 
mark over the final dividend. 

Atlanta’s victory in gaining 
the 19 96 Olympic Games 
prompted keen support for 
Blue Circle Industries as ana- 
lysts said the company would 
be a big beneficiary from the 
City’s building programme of 
sports domes and arenas. 

BCI Is the second biggest 
aggregates supplier in the met- 
ropolitan Atlanta area, which 
provides the group with half of 
its US profits. It owns seven 
aggregates quarries in the 
area, six of which are within a 
fifty-mile radius of the centre 
of Atlanta. BCI shares edged 
ahead to 19Qp. 

Bearer was also seen as a 
beneficiary of the forthcoming 
boost to infrastructure in and 
around Atlanta, but the shares 
were affected by the weakness 
in housebuilders and closed 5 
off at lOBp. 

Other casualties in construc- 
tion stocks included Crest 
Nicholson, which dropped 13 
more to 68p - a halving erf the 
share price in six weeks. 

Confidence in British Aero- 
space strengthened as the 
shares rose 8 to 549p, influ- 
enced still by the statement 
that Saudi Arabia bad not can- 


APPOINTMENTS 


Three join 
Citibank 

■ CITIBANK has appointed 
three directors to its European 
mergers and acquisition 
business based in London. Mr 
Stephen Mischler joins from 
First Boston where hewas a 
director. Mr William Clark 
joins from the First Bank of 
Boston, and Mr Olivier 
Fremond from Pru Bacbe. 

■ Mr David Young, finance 
director oT TWIL Group, has 
been appointed a vice 
president responsible for 
finance and business 
development of Bekaert MBU 
Wire worldwide, based in 
Zwevegem, Belgium. He win 
remain tm the group board. 
The TWIL Group is owned by 

_ Bekaert and British Steel 

£ Corporation. 

■ MrLeeW.Bi^ds^ 

marketing manager of HERTZ 
EUROPE, has been promoted 
to marketing director 
responsible for Hertz Leasing. 

■ SAFETYNET. a computer 
disaster recovery 

has appointed Mrs Meriel 
Win wood as director 
JesSJnSble for International 
operations. She was 
international marketing 
director at Meridian. 

a FENNOSCAND1A BANK, 
London, basappomted Mr 
Johan Lagercrantzas 
£ executive director, Nordic 


region. He was deputy 
managing director with 
Bankgirocentralen in 
Stockholm. Mr Paul Hunt 
becomes manager, Nordic 
region. He joined from 
Scandinavian Bank Group. 



Mr Peter Cadbury (pictured) 
has been appointed chairman 
Of TR TRUSTEES 
CORPORATION from October 
1 . He will succeed Sir Anthony 
Touche who Is retiring. Mr 
Cadbury Is a group director of 
Morgan Grenfell & Co, and a 
director of Cannon Lincoln. 

■ ADT has appointed Mr 
David Bates as chief operating 
officer at US headquarters in 
Boca Raton, Florida. 

n Following the recent 
investment by Murray 
Ventures and Norwich Union 
Life Assurance Society in 
CROFT OIL AND GAS, Mr 
Fred G JS. Delgarno has been 


appointed to the board of Croft 
as a non-executive director. 

He is an executive director of 
Murray Johnstone, and 
chairman of Murray Johnstone 
developments. 

■ PHILIP HARRIS HOLDINGS 
has appointed Mr David 
Newcombe as group finance 
director from October 1, 
succeeding Mr Richard Webb. 
Mr Newcombe was group 
finance director of Sharpe & 
Fisher. 

■ Hr John Warren has been 
ap poin ted to the b oard of 
UNITED BISCUITS 
(HOLDINGS) from October 
2. He will succeed Mr Jim 
Blyth as finance director on 
January 1 following Mr Blyth’s 
retirement. 

■ Mr Stuart Hall has been 
appointed managing director 
of UNS and PNA, subsidiaries 
of the PRESS ASSOCIATION. 
He joins from The Exchange 
Telegraph Company where 

he was managing director, and 
succeeds Mr Robert Simpson 
who has become chief 
executive of PA. 

■ Mr Andri N. Blond has been 
appointed chief executive of 
Airflow Developments, High 
Wycombe. He was deputy 
managing director. 

B CREIGHTON’S 
NATURALLY bas appointed 
Mr Gerry Clements as 
m a na g in g director. Mr Richard 
Tester, financial controller, 
additionally becomes company 
secretary. 



■ Mr Shun-lchl Nakao 
(pictured) has been appointed 
director 
general of 
Japan 
External 
Trade 

Organisation 
(JETRO), 

London. He 
was director 
general of 
the Hokkaido bureau of 
International trade and 
industry. Mr Nakao succeeds 
Mr Tsuneo Osumi who returns 
to Japan. 

■ Mr Paul Jeffries has been 
appointed works director at 
PLUMLINE DISPLAY, 
Nottingham, an associate 
company of the Langar group. 
He was works manager. 

■ Mr Roy Walfoxd has been 
appointed director, western 
region, and Mr Arthur Gibbons 
director, southern region, on 
the board of CHARRINGTON- 
HARGREAVES, Bishops 
Stortford. 

■ Mr Barry Vaughan has been 
promoted to assistant general 
manager, lending, at 
PORTSMOUTH BUILDING 
SOCIETY. 

■ HILL SAMUEL BANK has 
appointed Mr John Sdater as 
vice chairman. He is chairman 
of Berisford International, and 
of the Foreign and Colonial 
Investment Trust, and deputy 
chair man of The Union 
Discount Company, among 
other posts. 


celled an option to buy 48 Tor- 
nado fi ghter planes in favour 
of an arms deal with the US. 

Hawker Slddeley rebounded 
6 to 4l4p as the depression 
brought on by gloomy half- 
year results lifted slightly. A 
strong pound and a predomi- 
nance of sellers continued to 
knock Tl, which fell 17 to 489p. 

It was the turn for Racial 
Telecom to announce that US 
Investors had been reducing 
their holdings in the stock. 
Only last week Racal Electron- 
ics. Telecom’s parent, said that 
US holdings of its shares had 
fallen to 17.48 per cent, or 227m 
shares, down from the peak 
330m held in December 1989. 
Telecom announced that US 
holders spoke for LL96 per cent 
of its shares, compared with 
the almost 14 per cent recorded 
in the report and accounts pub- 
lished In July. 

Racal Telecom dipped 3 to 
234p, while Electronics were a 
shade down at 149p. 

Smith New Court hosted a 
presentation to fund managers 
by Argyll and the shares rose 4 
to 239p. Hazlewood Foods 
steadied after Tuesday’s sharp 
fall in the wake of analysts’ 
downgradings. The shares 
added 2 at 129p. 

Wiggins Teape firmed 4 to 
160p after the company put up 
for sale its 42£ per cent inter- 
est in Soporcel, the Portuguese 
pulp mil) Traders ntf/fari that 
there was some relief that the 
company was not to drop out 
of the FT-SE 100. 

The prospect of interim 
results on September 27 left 
United Newspapers 7 higher at 
306p. The sale of another large 
block of Saatchi & Saatchl, 
accounting for almost all the 
total turnover of 1.4m shares, 
was said by analysts to have 
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been behind a further foil of 5 
to 35p. The shares have lost 
lip, or almost a quarter, in two 
days. 

There were few bright spots 
in the property sector, where 
activity was confined primarily 
to trading between market- 
makers. Dealers suggested that 
company net asset values may 
not yet have been downgraded 
sufficiently to reflect frilly the 
depressed state of the property 
market Sentiment was further 
dampened by a poor perfor- 
mance in the related construc- 
tion sector. 

However. Brtxton Estates 
moved a penny firmer to 132p 
after thg mmogncenient of a 
small rise in interim profits 
and earnings per share 
increased to 4.45p from 4J23p. 
Wfaile concerting that present 


conditions were causing a 
slowdown in the new lettings, 
the company claimed that its 
prudent financing policies had 
deflected the worst effects of 
the current economic climate. 

Merivale Moore added 10 at 
233p in spite of a sharp setback 
In this year’s profits. The 
firmer tone was helped by the 
company’s disclosure that 
much of its longer term debt 
had been arranged at fixed 
rates. 

Gloomy predictions ahead of 
the MB Group interim profits, 
due today, encouraged further 
Belling and the price fell to a 
low of 138p before finishing at 
140p, down 4. There have been 
suggestions that MB will fail to 
meet analysts’ forecasts of a 
£55m profit for the half year. 

Sycamore Holdings jumped 


13 to 30p on news of capital 
injection proposals. These 
include a subdivision of the 
shares, a subscription by a con- 
sortium of investors and a sub- 
sequent rights issue to existing 
shareholders. 

CH Industrials greeted the 
announcement of new automo- 
bile orders worth £56m with a 
rise to 30p before closing 3 up 
on the day at 26p. Godfrey 
Davis advanced 5 to 113p on a 
confident interim statement 

A mid-term return to profit- 
ability, allied to the forecast of 
an even stronger recovery in 
the second half, pushed Lon- 
don Forfeiting 8 higher to 75p. 

■ Other Market statistics, 
including the FT-Actuaries 
share index. Page 22 
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UA EUropralaK 11 UO uxo ixo|j-i- 9 to. 9 o scUtttft MuUal Ur Hot Ltd UI 


4 kn 4706 50.60 - 0 . 4 ! 

6 X 84 6 X 84 6 SJShOJEi 

4508 4604 490 OLOJ 8 IL 01 


Money Uaricet ft 1 

U North Americar 6 

10 MM** Eiuottrc Feodao HMtTraot* 
X 5 British ft 


0 X 98 5 X 71 57.14 
0400 54.43 57.90 
5014 5009 0309 
49.81 50.78 54.02 
3706 S 706 34.74 
4432 45.63 4804 
57.78 57.78 6 X 25 
45 X 2 4098 48.91 


111 


-009 


NtEjUntricailAa:. 

, Nth Americar lac 5 
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M & G Secnrttia CW 1 SHI 
Throe Days. Tower Hill EC 3 B 6 BO. 


Gilt! 


Cut Serrices 071 - 626 , 4^88 Itolt tar^Q 2 e 28 ftS 6 ft 


B 1 J 03 213 . 6*2258 
E 6 Q .49 2600 270.4 
p 4*4 2240 237.4 
P 5206 20 X 6 2670 ' 
32 48 X 0 51.00 
1.17 49 X 0 5 X 00 


Amir * Genera) ....0 

(Pnom Unltsl Si 

AnraRecooen - ... 5 

(Accmn UnltO 5 

Amn Smllr Cm .... 5 

(Aeom Unitnl --.... 5 L 

Amualariei ...... 5 ( 90.45 9000 * 95 , 71 ). 

(Accra UnHX) 500431 104 4 110.4 


Cmitai 5 

(Accron Units). 5 ; 

CMrlhnd .1 

(Acmm Until) i 

Commodity ...... 5 1 

(AccnmlAKM) 3 

Compoond Growth .. 5 

Uridrard-. 5 

(Aaron Units) ... , 5 | 

Eq*ty Income 5 

(Aetom Units) 5 , 

Euraoean — ..S 

(Aetron (Aetel 5 , 

Earapean Dlridend ..3 

(Acaam UnK* ..._.. 5 

Extra YWp 5 , 

(Aecom Units)— S 

Far Eanern 5 

(Aaron Uaity) -.— 5 ! 

Fuodof IlH Ttts 5 

(Accuro Unrtal 5 

General — 

Micron UnUn) _„. 3 ] 
64,1 BC ?lfntS)~.'.| 


1 * 54.71 4543 * 481.0 


46 X 1 488 . 7 | 


Gftld 5 

MnanUalnl..- — Si 


HightanowiCO-U-. 5 , 
(Aaron IMtShGO-U. 5 
IneJCrowuriOD-l) 5 
UoawaUamilOOnU.S 
bnonothmal lot. . . 0 , 

(Aaron Units) -.5 

Jap* A Gmt( 20 -~U — 5 ' 
(Aeen IMtsm 20 -D . 5 
Japan Soulier Cm.. 5 


— , ,-_IOO U 4 J 120 9 

Mecnoi Units) 5 &M 79 115 X 0 12 X 80 , 


MMIand 3 

■Aaron Units) 5 , 

Peretoaei. ... 2 


3 SfflS*):SI 


Second General — 0 

(Aecom Uirtts) 5 , 

Smaller CostOD-U-.S 

(Accam Units) _. Si. . 

TrusUo..... 5 P «.74 5413 

(Acco*l)p<tSl .— .5 ' 


■^■496 b 5 Dljb 
UKX 5 16863 1703.7 
Z 2 B .21 2280 * 24141 
J 17.99 318M 0360 , 
86 09 356 X 588 X 1 

MB 

■M 219 X * 23 X 81 
■■iss.brara 

pa 300-3 3190 
PM Ob 066.9 JOO.Si 
■ 4 X 41 9 X 80 45 00 
43.61 4400 46.60 
|na 289 . 6 * 30*0 
F 3 D 16 745 X 7883 
U 66 X 2 1680 * 17 B .2 
BOH 213.1 2270 
pXZ 7 340 7 06 OJ 
06603 581.0 614.4 
B 1 XJ 2 81 X 8 _ 8590 | 
rsiBitn- 1204 X 1 
| 5 Zj 66 5280 * 55.40 
JUJ 7 48 108.1 U 30 
| 3 ft .47 36 50 38.60 
41.15 4 X 20 43.60 
18.12 1800 14.60 
5841 59.00 6300 
42.26 4 X 60 * 45.00 
71 X 2 7 X 80 75.90 
60 40 6 X 00 64.50 
72 99 73 20 77.40 
34.60 34.78 36.78 


- 0.9 3.95 
I— LI D . 95 

*10 ioe 

HJ 138 
-00 930 
-00 3 . DO 
-L 5 2 X 4 
- 1.7 X 24 
1 - 5.7 508 
-53 5.38 
J- 6 X 7 70 
kxlx 7.75 
1-20 J 35 
-3 2 IJ» 
1 - 7.6 i 2 b 
6 .K 
J-JB 4 6,85 


^ 7 .LJ 37 X 0 3900 : 


09678 810.1 87 X 2 


Be . _ . 
25.19 20.80 2700 
3603 3700 39.40 
KJ 469 800 8910 


ana ia 589 iW 8 HJ 7 JB .76 


43.41 44 . 80 * 47.90 
7505 77 40 8 X 80 
573 0 


17 fl-M 1797.9 190 X 3 k 2 UlbJ 9 


.jte 

6 , 

Japan Growth — 61 

North American... .hi 


5406 54.92 5 X 43 -038 
54.60 54.71 5820 -048 
5000 SO 15 5005 HUi 
51.41 5 X 41 55.76 - 02 « 


37.83 3 a 02 40.40 
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48 X 2 49.10 53 - 23 [-041 
58.20 5820 6 X 69 WIOZ 

I 46 JFI 4702 0 O 0 SHUal 

•Ona switch, onlts will bo rtwwa at Mdprlcm. 

ROM Britannia Unit TO Mgn LU UOtKDH 
UDHOhdilicSquirr, Lmulnn, EC 2 M 4 YR 071 - 626 3434 
Call fno. PofalcDaoNag : 0800 010333 
Intamedlroy DeoOog : 0800 010703 
UK toecialht Trouts 

IPKSlmeatTttF.. 5 V 4502 45 02 4806 
Smaller d» 7 -LF... 5 S l &64 UL 64 * 14.80 
IFafcm**-lF_ Mi 1 20 .94 20 . 94 * 2 X 24 
lUWB)ri-iF_y«l 23 J 0 2300 24.75 


WgSffczH 

SKS^il 

SwlmEorkieKnc ... 5 | 

vrwhteera* Per — Si 

kfljKoo wrowe Bond Inc— »| 




■HMtelalac —8 

UKHarayindAcc.-Z 
UKUaner MbllK.X 

iTialtadAec 5 

Thai land lac 5 

tenbn CM EWnto— J 

troirwtaflEwawlw— j 

Go* Trad Act 0 { 

I Gold Trust tec ^■(M 


New Zeataad Acc _. 5)4632 


Haw Zealand tec 5 i 


7539 75.84 80 J 9 H -15 


51 X 9 5 X 29 54.56 - 0 X 1 L 23 
48 JS 7 4030 * 52.00 - 0 X 2 1.25 I 
7686 7686 8 X 98 -00 436 I 
bOJM H 30 7308 -BX 7 406 
8909 8909 9500 -X 26 LMJ 


isa 


47.03 47 . 03 * 49 . 6 OHUBK 06 
\7SAI. 75.46 80 . 72 H- 15 UM 


■HMMMWMHII mmtm 

75.46 70.46 80.72 UMO.OOl 
5506 5506 56*9 tOUdluO 
00.64 50 . 64 * 5 X 67 tO OzIlMi 
4 X 45 4 X 45 45.40 2.71 2 . 
4 X 49 4 X 45 4000 -X 71 B 31 

£SSISS 5 »H 

4(09 4609 4936 -D. 79 &X 2 
409 460 9 WB 6 


49 X 6 


MOO 



tlDOOMF 



mcsticSSZ^.r*- 


HM 7 I 


_ _ rj|v 

S&rrSi 

Utl Growth, Sfet 

1 .S 6 


■ 40 S 'J 
07 AM 5.6 
■■SO 021 1 ^ 
- PP_»J.U II -2JA L 96 
So? ^43 78.12 -fl* X 63 
4504 4539 48.61 - 8.74 J .00 
ragra 130 3 194.0 -040 200 
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Accuta tlo«ts F. ih 

teMaCVOlHJFJ^ 

H 8 KaBiBSb:% 

- 3.0 101 UK Growth F— 5 L 
[- 3.7 LSI High Ueome Foods 

-00 X «4 CasMan - 

-00 1.44 Entro lmraeF_ 5 t* 

,-40 70 S GlltF 

k-UB 7.15 tacenr&GnrolliF.. 5 ii 
-XJ 1.85 Pwfaro* Stans F.. 5 «< 

,-X 9 1.85 UKIncnmoF. 5<m 

(- 3.9 3.41 acter ^r ed o fttFta* 

176 Sa&F.. 

Mia U. 7 S Acoon Units F,_^ 5 V 
|+O 0 U 17 B loti UeteoreF St, 


5008 5008 5302 - 0 X 2 ,17 
54.80 54.80 58 X 2 421 407 
3 X 90 32.90 3506 -029 341 
5805 5805 6 X 70 -002 Lift 
53 JB 53-89 57.61 -419 301 
36.41 36.41 38 . 68 1 - 41914 X 6 


ggS4ftX2 46AZ <9X6WM7».00| 

Pr m rideert Mntnal UnttTOMgnLMUntSW 

2501 MOAWirt toadNt EC 2 R 6 BA. 071-3883963 

H ErailtrGtfe 3197.45 97.95 1 M.& 1 -L 4 W 04 

■rarawrararara^ 82.83 axaH* 88 Ju|-i-Sj 50 ? 

14700 47-50 5O03k4X5U-49 
iSX65 5X65 36-01 f-456fX79 
156X3 56X3 59-81 (-066(0.41 
14X72 9X72 45t44l-SS2U-S8 


( 58.91 99 . 70 * 

ScatUsb FTflYWcBt Ira Mot Ltd QOMW 

uS, 

15 - 99 16-19 1703 
19.46 1 U 4 2 X 24 

18.99 EjS 20.72 

19.49 1462 2 L 00 j-(U 3 
1706 1708 1 B. 60 HU 3 
1800 18.49 19.73, 

16 - 61 1605 17.91 

SrattMi Widows' Foad Itawnt M 65 UH 


Erroity Growth 

' ' (Growthlnc^h 

)Ace -6 

■ Me 6 


is si 


ISSSSSeLft 

1 Mash*. Leaders tae. 6 l 



PM Mcome&Gih _ 5 ! 
PM Rih Anar Grit - 5 
PMEorooeanGth — S| 
PMJaoaGth.. — 0 l 
PMOraMfitb — 5 




X 63 
-OX 7 .67 
- 0.9 7*7 
- 0.4 XftJ 
1-0 7 L 63 
.-00 6 X 3 
1-06 b .23 
(- 0.4 1.24 
- 0.6 124 
tJ-DO 

S 7.00 

>.48 

l.« 
kS 
- 0.2 5 78 
.-00 > 78 
H 69 Lib 


29-34 2904 3 X«BB 
114.00 14 . 00 * 1487 Hum 


[1431 

P 

11352 1 


2170 2178 * 2340 KL 6 O(b-lS BgfeMlM. 


Pnntesittad Hodweit U*tt Tib LU C 1 « 30 M 
SL 4 A llfwd HUI. UfonL Cxm IGl 2 DL 081-4785377 

Print* CUrntDraHw* 0800 010345 
UunoUm DchUBg 08000 lAS 67 
Two Hoorfy Pririgi 
^1907 19.77 


40 X 6 40 X 6 43.17 MMMMK 3 
15.62 10.62 1609 (- 9 XB (LlB 
47.02 47 . 02 * 49 . 9 al- 034 El 94 


I MW* a w* ftaM — OpOOM 10*61 204 .« 1 M«| 


HoMorn Corwm MO 
Hrtbom Ecrolty tee . 

Hoitarnerarttyra 


04-06 04 -QM 56-67 HtUQX 


||^61 ^a.M 6 Cj 4 j'=-M 3 pJia 


Amricaa Growth F. 5 V 
F. 5 J, 


USSnallrrCojF 
IActraU*ls)F.. 5 V 

EraocPerl F 5 V 

(Accra torts) F.. 5 J, 
EronSmMerCoi F_ 31 , 
French Growth F.. 5 ', 

Accun Units F. 5 h 

Hraltagft Wat f—V* 
M Growth F.._. 5 ii 


teUHecoreryF..-^*, 
Japao Perf rO-U F. 


- 00(500 
-O 0 BJO 
- 8 . 6)6 J 9 


F. 5 S 

IteiBtQ-DF. 5 V 
JNro 5 BHreMF_ 0 V 
StegaoraeASEAKF. 5 V 

Aora Units F 3 S 

SEAsteF. — -. 5 ’ 


2300 280 ( 6 * 30 24 (-DJ 211 06 


,, . 5408 5706 -UJ LB 1 

90.73 90.73 9701 4 i ).« 
1805 1805 19.91 -OU 102 
4400 4410 4705 0*0 0.9 
4470 44.70 « 8 J 9 0.40 0.9 

26.01 26-01 2700 -004 3 X 1 
34.42 34.42 3607 -003 215 
24.05 24.05 2506 - 0 X 2 233 

29.02 29 02 30.86 - 0 * - 

29 02 29 02 30 B 6 - 0*5 - 

30.15 30 . 15 * 3 X 08 - 0 J 9 - 

«X 80 4 X 80 4600 -D 47 )01 
4 X 86 4 X 86 46-06 414 ) UI 
iiD 9 ijo.9 uaoLexB-ii 


■Mi High Inc. _ 6 | 
Hcdbora InU Crth ..61 
HolOorn fertlSraCU - 6 
HoOnim Japanese ..ft] 
HoOxnn Nth Amer ^ 6 | 
KMMrrPKMcms. 6 
HotaMPiwMraloc -.6 
Ho lh oroSroOis — ..*»1 
HoTOgro Sra Sfti -.61 
ra^Bi (/KGnroth —. 6 + 




2L14MU1I 


6601 66.1 




.jtexau 10 X 30 ;« ! i:a;+M 9 U-ia 


I 44 JM 44.09 47 -I 1 W.®** 
( 11 X 47 113 . 47 * 12105 hOTSM-DO 


75.44 75.49 80.73(*ia »J0 
3900 09.7D 4X45Lfl^HM 


3903 5903 
5706 57.66 


M 9 




i-O-M 


ua 



970.61 


031-6683724 


- 04 ( 4.61 


IEH165B0 ■ 

,34774 347.4^^H 

mi 2711 »90W 
1S7A l&XZ 17 X 4 / 

m So dW 

20H0 2134M*MMH 


1000 1000 U 7 .ftH) 4 tL 15 
1050 USA 112. 7 [- 0.4 [LB 


■MMMMHMHH -^.4 

1 W 0 1930 . 2 O 60 t- 50 MH 
13 X 7 13 X 7 14L5 hLBltM 
1 X 60 1260 10 t. 4 bMM||B 
77 J 77 80.08 0541 
7654 78.71 8395 


H 20 IQ 02 


^X 4 M^ 


r Vkfcen U.T. HgaitLU QOMJF 




SbHM Mlbwt CJ O 130 )f - 

&w*2Z2&r&Pu 

SbMV A Fitadlndbr OT Mgmti 4 d UWWF 
Smite &vmia*isaa IMt TO Ugn a« 0 WF 




Global hone F...SV | 55.88 5508 60.07 

hnJ Bond F 5 ^ 13807 3807 * 40.77 

MX Trade 

Netoar Girt 8 FI F.. 2165.63 6063 67 ^ 7 1*0 06 1882 


88 


MOM Untt Managers LUbJ aOOOIH 

MGM Haas*. Heene Rd. WartMag 
Deal teg: ( 7726101 a 'Em: 0903 204631 

H igh Income F_ 5 ) 227.7 23 L 7 2 A 6 . 4 )-X 7|605 


8183 * 8606 (-O 04 OL 7 O 

Regency Ufe Unit Trusts LU (MO TOF 
05 ForoWln St, Hj«d|ettell 22 AF , 06 ,"" 

Ihttish tocome 5 i> [B 74 53*41 5682 

Brush Growth ... Mi 148.60 49 X 9 SXQ 

fleUance Untt Mgrs. LU CIMOM 
RrtaraHnwe. ThtaSlgewatt. KM fl 

Brlthh Ufe 6 p >4 210.7 2230 ] 

Mlaacedad ft/ 119.7 109.7 127 X 

Htl lance (Acx) 61170.4 170 .4 18 X 21 

Rede Asset Mgmt (Untt TnoO Lid (09051F 
Part View Haute. Frat Street. Brartoo 


1 FtUkri Home SX Uwdoo W 1 A 3 A 5 . O 71 A 370377 



14 X 4 1400 1510) -0 6(183 


8000 


ESm 

ISS 55 S-S 5 SS 

,8678 8803*9346 OW L 74 
18403 8405 90.94 __.tt.B 4 


Suraratgn Untt TO Mutes LU dDOTOF 

lZChrMchaich Rd. n gN M W MHft 0 ^ 22 >|Ua 


^ 23-03 57 H ?^iSS? 


DhttMtaN. Sy 
EUDcal 5 tr 


1 4962 49-62 50.12 




39.95 40 . 97 * 4308 


iSSMSczI MJ Shi 


(Aram Units) F 5 308.4 31 AZ 3342 -XA tjfi - — - j.- - — 

let Canity CIA F. 5 4».79 4 S .09 47.96 AMI 64 S!f 

JmlBoedF. 5 46 19 4609 48 56 KIO* 174 ErapraGw*— SC 

SnecHIBlsF 5 24 48 3 . 49 * 78 . 18-0 0 130 teWflrah.^.. — 5 }. 

North AaerteanF....S 49.15 49 . 47 * 5 X 62 -007 145 
Eraroan Growth F -6 4104 41.80 44 . 4 fat-«isbX 2 


StoF F ::'. 3 \:[£ 8 i SbTwotU*^ H.M. BottKMH Ftmd Mgmt CLMOkF 
F 3 I« 1 104.7 104.7 110 . 9 HJO b . 65 StSraltMPsLMe. 100 ** E«„. DehtesOn- — 


20 Flighn ClrnaJLoodaA EC 2 M HIT 
Dnalen: 07 t -826 W 2 b 


ISBMti 


MLA Untt Trust Marugement 0200 )K 
1 Hse Sp, MaMsun* MEM JX 


Cat...... ...TT_.A| 

tncora&Gwth ..... A 
European 61 


Her Cot .. 


53.67 55.03 5801 
Z2.13 ZS 8 IW/Z 48 
50 66 5709*35 73 
18.44 3901 4 X 07 , 
2804 29.08 30.94 
2 B 88 10 02 3194 : 
17 21 17 95*19 10 
1954 20 13 * 2 X 42 
22. 12 2 X 39 2403 , 


0622674751 


- 032 ( 4 X 7 
HI 34 |X 17 
Mj 4 (wir 
HI 3 * (ft 65 
'- 051 KI 76 
• 09 l(l .95 
,- 00(109 

1-0 2(700 


UK fjfeiUr ioe — 5 ’* 
UK tariff *«.— 54 ., 
UK h* Tiadnr Ioe - 5 
U Kind Tracker Acc . 3 
US to ted Tracker tec .0 
US Ee M Trader See — 5 
Japan Tracker .. .. S 
Asian Trader SJ» 


071-8260123 


Maldon Unit Tnst Mmgm LU a< 0 t))F 
15 St Safatph St, LraW ECXA TEC 031226.6066 
Maldai Geaeral 5 I 90 .B 2 9082 93 . 771 . — 16.21 


1025 10 X 5 II 
2040 2 D 4.0 211 
13 X 2 131.2 13 « 

10 X 9 10 X 9 lli _ 

U08 UO.B 719.7 
99.65 9905 * 106.7 
104.9 104.9 XUJ 
105 5 1050 10 X 1 
1082 108 2 1150 
52 45 5 X 45 5503 
60.03 68.03 7 X 60 
84.41 84.47 90.77 

... 84 98 84.98 9109 

Casblnc O&U-to 10 X 04 101 04 

Cadi Acc OBOLM 10 X 04 10 X 04 

Geoffrey Motto Unit Mgn LU OZOOIF 

4 Tempta Place. LoHoo WCZR 3 HP 071-0167766 

Drape UnH Tst . .41 992 99 84 11001-0 71 X 60 
CromattoUrem -. 36 12590 269 7 285 9 I- 0 . 9 U 40 
Hrarjy Johnstone UT Mgmt UMOHf 
7 Wetf HllrSt. GtB 90 w G 72 PX _ 0345 09 P 933 



NC America (tad ...6 

HCAmerioUcd 

NC UK E«rio tee .-680889 10804 117.74 

HCJraa 6 pQ 07 17087 10 X 89 

JIC Mater UK Ok— 6(6606 6606 7 L 47 , 
WCSmJlrAfel trU a -. 6 49 96 49.96 53.711 
NCSroUrCaodn Co .. 6 ( 31.95 3 X 9 SrajjiM 


HCS 


19341 193.41 20709 


UK Major Co's ... Me 
UKs 3 lrCo's-... 5 V 

UKiooame Sir 

Moraim 0 I< 

Jananme ... 51 a 

European 59 

Canadian. 59 


MamLffc Group PLC 02 MIH 

.Strinutr D*»llogrf )7 
■ * |114 0 114 0 * 121 2 


StCeorae’i Way. Stew 
CrawlfeUnin ... , 5 V 
G m*FnfM 9 , 


OKI Growth . ... 0 V 
■rot* Amer lean 9 5 V, 
FarEau . . .. 54 

U K Smaller Cos - 5 V, 
Earaoeae .. .. 5 V, 
[Growth . 5 V, 


fttanrawr folio. 3 V, 
MMVVfemwG*:.. 5 vl 


124 9 104.9 131 4 
1189 118.9 126 4 
73.13 73 10 77 81 
9056 9406 1005 
109 7 109 7 116 7 


31 27 51 27 54 34 V- 0 U 


37 20 31 00 33 19 ; 
4109 4124 43 87 
135 8 130 8*144 4 
59.69 59.69 6 X 87 


4 WM 
1-0 6(9 23 
— 1 . 2 (O 08 | 


«!• 82 asarriai 


Acumen tone . -S 
Antricao lucon* .... 3 

EnHiiKook- Si 

Erapron 5 

FarEawrcfi 5 

Smaller Cm ,1 

mrmplaa . 3 *. 


5605 56.41 60 21 
59 U 59.21 6206 
9996 99 .® 106.1 


48.44 48 < 

96.91 46.41 

4 X 05 42 35 4 fl 0 Dk 
3900 39 30*41831 
35.47 35 . 47 * 3701 ) . 

60 62 6 X 34 65 . 481 - 0 41 1 X 96 



GHt SVe 

uepodt 0 ', 

Sw^MWtotoH* 
UK Malar Co's .. .SV, 

USiSSSt^ IS 

Anwrica..— 5 % 

JanjKcse 56 

Enropeua . 5 Ve 

Canadian 5 V 

AnTtralnlfeT . 5 V, 

Gll» 3 V, 

Ocpom SVa 

Haws * - .. 3 U 



UKCrowtti ..3 


SSJ* 5804 (-a* 4 t 

(4800 <902 52 . 50 (- 8 JNfe 51 
19 X 64 4303 * 46. 11 V-a 3516.61 


Stamtetd Ufe TO Mgmt LU ( 062 ? Hi 


3 targe St. i 


0800393777 




OREcpHyCaiAcc.Sft 


55.92 56 . 8 ? 5909 , 


36-72 
99.87 

|f 3107 


UKUMVroi AkF b _ TV 
IH(UncrCtaMF. 7 $ 
BhSF*fe«toc-l 5 < 
■ UigOnArF^ri. 
Anmaa *<c _ 36 
EaraAcc. 56 


- fltoi 


96.07 5704 60 03 A19 
4 X 91 44 05 46.90 -031 
SO 22 5102 53 92 -007 
50 03 50.69 53 36 -524 
36 7 7 37 12 39 08 05 ) 
60 02 60.71 63.91 4 A 
,37 41 3804 4009 413 
30 TO 0104 0299 -OJ 6 
5401 59.47 5704 >062 
6068 MAS 63 87 * 0(13 
5606 37.80 6 O 84 k 40 H 


boyrl Ufe Fd Mgvut LU U 000 Hi StorMramfl Inftl in, gnn„, ■ , M rteeme 

PO Bo» 34 . PeteiBq^WtePO DUE Prices. 071-410 0410 SP J! ^ (i a_W»F 

Gerorol_C *9 0733 ^^)^ ^ Jgtay. .. 


FarEau 

EanprowAcc M 

Stewart 

43 Charlotte 5 q, 

Amerlcaop...... 5 

(Accra IMtsI* 5 

British S 

(Accra UoHs> 5 

E a ra pean 9 5 

(Aoura Units) V .... 5 
Japan ... 0 

Urara Units) .5 

%w Pacific 5 

(Aram Unite) 

PEP - 

MogdEiteltr 

MogdCaat 

(Accra Usui) 3 , 

A AigdFbodM 5 i 


3064 

, .07 3708 39.40 
00.21 » 73 5 X 63 

|31 5 si ss ; 

■KSSM 

10 70 X 8 220.0 1 

65 24.71 2603 ] 
174.7 1780 1434 
101 25.49 27 08 
106 ^02 37.74 



90 3309 k 

IMt TO More Ud QL 500 JH 

" : m s 

llOhXO UU 0 11230 
334.9 334.9 354.9 
WS .9 355.9 377.2 
94.13 94.13 1000 
940 a 94 88 100.9 
1280 1280 137.1 
1290 1290 138 1 
1040 1060 113.7 


259? 102-Qt S-26 


97.71 97.71 102.1 
104 7 KM 7 109 1 
9909 99.67 MS.* 



NFU Mutual Untt flhgrs LU (MOWF 
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EiHdlrin 0277 227300 Dealtef 0 X 77 261010 Eqotn Grate Acc - .. 

A»*Eo*«y 6(75 67 77.01 8 L 43 M 01 R .43 KtoiAraAccra 1 


-J 

S' 
5 


Marfa & Soencer Unit Trust LU ( 1200 JF 
PO Bn 410 . Chester X.CWW 906 0244 680066 

M* 5 leiP-leto„S* 95.96 95.96 102 b]- 05 ]X 92 

DoAcrtMI. 51(9974 99 74 106 b (-0 b(X 92 

UK Sol telotlo .... 5 J |8330 HI SO B 9 JO I Ofelbw 
Do Accra.. .. . 3918502 85.02 90 . 93 H) T 7 U .92 


NM Untt Trust Mngre ( 32 (KUH 
The Blitoi CeMre North HnTOone Porta 
EntMria 070537 


. Oeallm >;» 387700 

Aroertean? 0 li|Z 506 75 93 27 . 67 [ “ 


Ucami U*>ls) 9 . 51,(2707 2746 2429 k 
Awrjltanp. .. . 5 VB 57 DO 157 . 7 MU? 10 (- 


Mariboretigh Managed Tract UftSOlF 
57 Victoria Square. Bcrtu*. BL 1 1 LA O 2 O 40 MM 2 
Managed fn 5144.99 45.42 4832 T.. 7 /CXlO 


Martin Carrie Untt Tresb LU (Q 9 M)H 
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STERLING fell by nearly 2 per 
cent yesterday against the US 
dollar after some market par- 
ticipants interpreted co mments 
by Mr Karl Otto POM, presi- 
dent of the Bundesbank, as 
tneaning that the pound’s full 
entry into the European Mone- 
tary System could be delayed. 

Mr Pohl said that countries 
with high rates of inflation 
would find it difficult to take 
part in ftzli European Monetary 
Union. He went on to say: 
"Without mentioning names, 
can a country with an inflation 
rate three times that of Ger- 
many's peg its currency to the 


The remarks produced heavy 
selling of sterling with the 
pound falling to DM2.9450. 
down 2.5 pfennigs on the previ- 
ous dose, and to SL 8810 , down 
3.8 cents. Sterling recovered 
slightly towards the close, par- 
ticularly against the D-Mark, 
to finish at DM23550 and also 

at $13850. 

Currency analysts took a 
more cautious view of Mr 
Pohl’s remarks. They said he 
was not referring to the timing 
of sterling’s full entry into the 
European Monetary System, 
but to the wider issue of full 
European Monetary Union. 

Mr George Magnus, interna- 
tional economist at Warburg 
Securities, said he suspected it 
had “been an opportunity by 


the foreign exchange market to 
generate volume. Pohl was 
t a lki ng about the philosophy of 
EMU and not to the London 
markets.” 

Nevertheless, the markets 
were begining to wonder 
whether sterling would become 
a full EMS member this year, 
be added. 

Sterling closed u nchan ged at 
SFr2.4600; at Y259.25 from 
Y26S.75; and at FFr9.8975 from 

FFr9.9500. The Bank of 
England's sterling index closed 
03 point lower at 943. 

Also keeping sterling on the 
defensive was a strong rally by 
the dollar, after Mr Alan 
Greenspan, chairman of the 
Federal Reserve, said the trend 
of US inflation had not 
improved. The recent rise in oil 
prices had reduced the chance 
of an immediate easing in 
inflationary pressures. 

Mr Greenspan’s remarks 
reversed the speculation of pre- 
vious days that an easing in 


US monetary policy was immi- 
nent. Most economists still 
believe the Fed win be forced 
to ease policy, though this may 
not be until next month. 

The pressures on the Fed to 
ease were underlined by the 
Beige Book, its regional survey 
of US economic activity. The 
report said growth was slowing 
or declining in most parts of 
the country. 

The dollar closed at 
DM1.568Q from DM1.5480; at 
Y137.55 from Y137.45; at 
SFTL3055 from SFrl.2820; and 
at FFr5.2500 from FFr5.1850. 
The dollar’s index closed at 
623, up 03. 

The Italian lire strengthened 
after the Bank of Italy sold dol- 
lars and European Currency 
Units at the Milan fixing. UK 
currency dealers suspected the 
Bank of Italy had also been 
buying tire in London although 
there was no confirmation of 
this. The D-Mark finished at 
L747.00 down from L74930. 
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London rates firm 
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LONDON money market rates 
recovered from an early bout 
of weakness to close slightly 
firmer yesterday after a sharp 
decline in sterling. 

Three-months inter-bank 
money was quoted at 14}H£ per 
cent, up A point on the previ- 
ous close and A above earlier 
lows. One mouth money was 
down A at 14£-% per cent, 
while one year was unchanged 
at 14%-%- 

In the futures market 
December short sterling was 
unchanged at 85.67. but 3 
points below its opening level. 

Once again the Bank of 
England adopted a more gener- 
ous attitude towards the 


UK daring bank tea fenfiag ran 
15 per cent 
from October S, 1989 


money market, leaving it only 
£47m short at the end of the 
day. In its daily credit 
operations the bank bought a 
total of £50Sm bills compared 
with its forecast money market 
shortage of £550m. 

During the morning the 
Bank purchased £316m of bank 
hills in band 2 at 14% per cent. 
After lunch it bought an 
additional £127m of band \ bills 
at 14% per cent Finally, late 
assistance of around £60m was 
provided. 

Among factors contributing 
to the shortage were bills 


maturing in official hands, 
repayment of late assistance 
and a take-up of Treasury bills, 
which drained £314m. 

Exchequer transactions 
absorbed a further £ 20 m and a 
rise in the note circulation a 
further £95m. 

In Frankfurt call money was 
unchanged at 75^8.05 per cent 
after the Bundesbank, as 
expected, injected additional 
liquidity in its regular tender 
for securities repurchase 
funds. The Bundesbank 
accepted bids for a total of 
DM23.4bn at this week’s 
two-tranche tender, more than 
offsetting two expiring pacts 
worth a total of DM2L4bn. It 
offered DMi4.4bn of 28- day 
funds at 7.95-8.15 per cent and 
DM9.0 of 56-day funds at 
& 06&20 per cent 

In New York the Federal 
Reserve, as expected, refrained 
from open market operations. 
At the normal time of the Fed's 
credit market operations. 
Federal funds were trading at 
an unchanged level of 7& per 
cent 

In early dealing. Fed funds 
had been trading at 7% per 
cent following a decline 
towards the previous dose due 
to technical factors. But funds 
edged higher after the Fed 
refrained from open market 
operations. Over the past few 
days the US money market has 
speculated about an casing in 
monetary policy but that now 

seems less likely. 
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1 Found awl accidentally 
dropped In stout! (8) 

6 Condition Includes accept- 
able figure (6) 

10 Delivery vebicle. wen when 

containing nothing (5) 

11 Haag aroaad home with 
very good sewer ( 9 ) 

12 Claim pier conversion is 

experimental (9) 

13 Anything unacceptable mer- 
cury's turned into <5) 

14 Drives round to wife outside 

< 6 > 

15 Discovered dorter Haeiriw^ tr> 
go without (7) 

18 Clergyman embraces Susie 
at sea, not in service (7) 

20 Engineer burning to go into 
scholar's films (6) 

22 She lay without a back sup- 
port (5) • 

24 Long trouble in one puma is 
terrible (9) 

25 Wasted time embracing 
Lawrence after I arrived 
back (9) 

28 Whinny near stable, finally 
entering (5) 

27 Easy-assembly case for navy 
pants (6) 

28 Elderly reps improved first, 
as forecast (8) 


3 After crushing defeat is hot 
at correct London terminal 

<8.7) 

4 Cardinal in American 
chureh cuts down ( 7 ) 

6 List of instructions given on 
tablets? (342) 

7 Slim guide leader’s obses- 

sion (5) 

8 StiH restrained, say when® 

round hole in screw 
w 

18 People can loiter without 
mourning (g) 
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ra £f?®5- A,,drey 
Artier ODCC eeized by 

20 which he’d first 
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totrodneed 

" SdW ,n RADA 

Solution to Puzzle No. 7,345 


DOWN 

1 Cushion boy stuffed with 
paper and string (6) 

2 Shapeless mother rejected 

otzr posh dress (9) 
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-0.1 

NBkoHitl Pehn 

2J0 

-02 


0.91 












2.04 

-0.04 

Piaoer Pecifte — .... 

3.72 

-001 


220 

+022 


L38 

-0.03 

Bentonfildflds .... 

8.12 

+0.06 

Sr.lunoeflict 

1010 

-025 





5.04 


SaMb(H) .. . 

452 

-0 03 

SocklaiidTd 

LH5 

-ora 

TNT.... 

L99 




Weure Mining 

4.78 

-0.14 

Westfield HUg — 

245 

1.75 

420 

+02 


-028 

WnxlsMe Petrol 

326 

-0.04 

WomaU toll 

257 

-003 

HONG MHtQ f 

September 39 

H.KJk 

+ W- 

AireyPropL 

310 

-0.02 






-02 


11 bO 


14 00 


tohaaMaur 

2270 

-03 

D-nSs HTbw Till 

14.20 

-0.1 

!i:«s Fas. r; toil 

B.75 

-OJB 

DjeHengHMgs 

Eeeroo ... 

130 

355 

5.15 

19.90 

+0.01 

+0.05 

-02 

-02 

Hong Senq EUnk~L...„ 

Hrefcrem lev 

1.9b 

-0.02 

KreSfison Land 

805 

-0.1 

HK Aircraft 

15.50 


HK Electric 

920 


HF Reahy&Tr A 

440 

-0.05 

HKSkangbai .... 

545 

-0.05 

HKStaftjtalBaeh 

427 

BUM 

HKTeleco®m .. — 

6.00 


Hopearril Kings 

212 


HntdtodaWpa ... 

10.70 

..... 


1.21 

-001 



JarritalM Mir 

322 

-0.10 

Jjrdtoe Mate 

31.25 

-0 25 

JantineStngtc 

ISM 

-02 


585 


Mandarin OriaA . ... 

482 

-0.05 

New World De* 

9.10 

-0.2 



-0 05 
-0.1 

SHK Props 

13 BO 







SHne Darby 

Sua Huag KN Co 

445 

-0 02 

1.99 

-0.01 



-02 

to. B 

Tele B - cast 

277 

6 JO 

8.00 


88 

?? 



World Inti Htogs 

4.02 



MALAYSIA 1 

September 19 

UY8 

+ or — 

Boajteal Hldgt 

256 

-012 




HwfLMogOrcd 

488 

-0.12 

Malayan BrcAtag .... 
MaLtyan lltd led 

1080 

L95 

120 

143 

-OJ 

002 
-0 02 
-0 02 

PMc Baik .... 






SINGAPORE 

September 19 

SS 

+ ar — 

Cold Storage 

4.40 


DBS 

935 

-0 05 

Fiosrr & Nuae 

690 


Hm Par Bros . ...... 

226 

-0.02 






•02 









Singapore Press ..... 

6.75 

*0.05 

Uraib Trading 

265 





UOB 

5.25 



NOTES - Prices on this page are as gamed aa 
Ute todlridiul ecdungn and are tea tndrd 
erica. !u) iruwi Itidr. # Deplingt aapmW. 
nf D Oreldmd. « En serlp Issue, nr E» rights. 
U En Jll 

t South Airican prtos tnnr* taWe September 
16 oue to ifthptul problem at man. 


CANADA 


bnc* Mg* Lam Oow Cfeng 

TORONTO 

2pm prices September 19 

Ou e sat m no m ctettn urimi aamkoJ 8 
E0I2 A&Abi f*r St»l| 15> I6H 

i«m Agmco E S7% 74a 7ta 

emurata S1B% IBta 

i+nw Alcan C9>2 3>l + >■ 

474EO A Bamck SMt ?4ta H 

17300 ASK) I r >10% »% 10% ♦ % 

B0M3EC£lnC S3»a 36% X - % 

20SSB BCE □ 15 t4 14 

2150 BC Sugar A 813% 13% 13% - % 

«DBOn A S9% 8% 9% — % 

rfl&oo BP CMdl (19% tata tflla 

207+0 Bk Monb PSV 3B% SOL « U 

114731 Bk MScci (U% U% ♦ % 

HCO BoHEcnU 30% 20% 79% 

10175 Bnmtor B 517% 17% T7% + % 

8999 Boa Vlly 515% 15% 15% - % 

fiiTSBramnMa *:% 0% 6%- % 

3364 Bra: an A 017% 17% 17% - % 

1 MMO Srawatar S3 80 U- 3 

07flO BC Piwna 117% 17 17% * % 

SIMBnacar 1HS% W »% * % 

IS375 CAE SO 5% 6 ♦ % 

tiOO CamCJor H0\ 10% 10% - % 

333 CABfiroCs 23% 33% - % 

vaacamp Ra* oo m u> 

!D0 Crirp dap 520 tsv 20 ♦ % 

307T5D Cnmenau r >14 DO 80- 25 

21434 C Ncr DM 170 TOO 1M 
473CPanre »% B% 8%- % 

14000 CS P«» 1 300 34S 370 ♦ 70 

sea: C Expnm r 3 13 H 

toscouxasi salt »'« aw- % 

71744 a Bk Com £M'« 20% 24% 

»2« C Marram »% B% 0% 

=38O0COcMnal 115% U% 19% 

34400 CP Form SB% »% »%♦ % 
433122 CP UJ SIS -| U% 18% +■ % 

SdC Hay (7% 7% 7% 

14277 CTfaP A # 518% 11% 19% - % 

STCOCUUtAt 519% 10% 19% — % 

tan cum a jh% ib% ib% + % 

lists Ctcuicaj o 61 CO 0t 

IPO CanamA | 3C6 JOS SOS- 39 

SSCWCuTCor 532% 23% 22% 

KtUP Cnro 015% 16% 16%-l% 

4CO C*VJJM 370 370 370- 9 

7CO Cuiansaa t»% 35% 30% - % 

3140 Con Cesita! (8 7% 7%- % 

IW97C«nCa;A 15% 4S3 490-39 


Htfiri Low ObaCbp 


HtgH Low CbH Ckag 


sec CtertFO A 56% 5% 5% 

3003 C Gw Tre 57% 7% y+g 


7350 OoufUu 
303 Co Steal I 


JSO 345 340 

516% 10% 16% 


S3T43 Cacnmeo »% 34% 34% — 

8GD00 C oi PCaiteie 429 415 435 

37730 Ccn TVX 463 450 400* 

3735 Cnm Caa (28 38 % 29 + % 

a««6a C-awn Pag » 8% «% - % 

terra sert* a sso ay 30 - % 
ISCSiC Corcan A » 15% 5% fit, - % 

IdCiMiuM 449 440 US> 6 

3130 Denson A S40 US US- 9 

2S8 Darken a f TI5 MO sfO- J 



OCOP In •aibuui. 

W9 

«a 

48%- 



(23% 

=3% 

33% 


WPS kmco 

*14% 

14 

M% + 


12357 Draco A 1 

»% 

0% 

6% + 

% 

IIS267 Jannore 

*14% 

14% 

14% - 


SSKkfT Am 

117% 

17% 

17% 


120161 Laoatt 

*21 

20% 

M%- 

s 

ttsasuc Marts 

*ra% 

10% 

10% - 


wsb» Oman 


7 

7 - 

30 DaCknwi At <7S 475 4H 

01*17 Ooteaco 

019 

16% 

TO + 

IICS63 D To*3to 

CD 

9 i 

m + 

2700 Donate/ 

SS% 

9% 

9%- 

1134 Du Pont A 

S=S% 

SS'7 

2 S% + 

15330 Sytoe A 

SCO 

275 

275- 


3SCQE4.F|K 153% Qij 62% 

17*89 Echo Bay SIS 14% M% - % 

BOO EjrneA I 110% 10 10 - % 

37800 EcuhyS* A 136 122 129 » 3 

H30FPIUU 445 440 446*. 9 

BSD FaS ted A SS% 9% S% + % 

6 SOE firm. +a L 514% 14 14 - % 

toes FC-y FU1 59% 5% i%- % 

34K0 FllirttiA I 18% 6% 6% 

124 Form STB% 191a 18% 

900 FoL-Saann 1 SiC 15% 16% + % 

136 0*1761 532% 33% S2% 

7793= cmrcsro zeo 3U 275- 5 

rtuoc banian 340 340 340 

953 Canons A 530% 39% 30% 

SSGinis 263 280 MO- 5 

130 OsKvrp I 450 490 4JO 
?ns Od hmobl 513% U% 13% — % 
UKOC Gransn A I 330 33) 320- S 

330 Orangai 140 140 1«- 4 

2003 OL Croup 578% 10% 18%- % 

2SC a* utaca 512% 12% 12% 

1993 Grey had 639% 27% 20% + % 

116% 16% 16% 

245 345 249 

Stl% 11% U%< 


1S3S7 Cut Res 
seam Hairy 
tCOHayca 9 
35300 +kaaa +nfl 
tBSaOHcRte 
4ooa +taruiam I 
1639 H Say Co 517% 17 


JI7% 17% 17% — % 
11% - % 


m% 11% 

0% 0% 


9% 

17% 


3KX0 'MB) L SJ2% 33% 32%+ % 

4«IJ>“pO-JA 384 % 04% 64% - % 

M723..7U S3 33% 33 +■ % 


10 Latarga p 513% U% 16% 

4*00 Laiutaw A 033% 22% 33%+ % 


33CUK1 Laupw B I 523% 23 
800 Lawaml A 18% 8% 

1200 Lotus* Co 517% ~ 

500MCS A 
40QMO58 
17508 Mae Kanda 


32 




17% 

113 U 13 
513% U% 13% — % 
60% 0% 0% 


24781 Macmilan 116% 10% 10% 

16370 Mboea A I 340 325 326- 16 

3154 Manama 1 017% 17% 17% + % 

174G Mark Has 511% 11% tt% 

i«M Mammae 53% 0% 6% 

8800 MataU II 513% 12% 13% 

7 BCD Mitel Carp 200 T8S 186- 5 

200 llolacn A I 531% 31% 31%- % 

33175 MOcra 529% 35% 25% - % 

4SSCC Ujaeoelu 10 8% rij 

43236 N3I Bh Con 18% 5% 0%- % 

3315 NWTal Enl 516% 10% 10% 

14400 rwnu A 55% 3% 3% - % 

I860 Noruoa F 58% 9% B% 

7D0G3 NrirandU 517% 17% 17% 

230 NOrtaa 527 % 27% 27V- % 

93137 Na.cn A f 525% 29% 39% 

SOCC NC Olla 518 17% 17% + % 

93315 Nor Tel 537 % 38% 20% + % 

4050 rkjnnan aeo 475 <79- 10 

93319 Nava r 57% 7% 7% + % 

ESONowaeoW 513% 13% 15% - % 

saJONwnac 17% 7% 7% 

6670 Ocelot B I 58% 9 9 - % 

19C Omoaa Hyd 300 360 360- M 

lOOOaaal 18% 0% 0%+% 

45105 Oaliawa A l 528% 35% 28% 

3213C0 PWA C+HO 15% B% B%-% 
43500 Pjunn A ( 16% 0% 6% 

4320 PtuyCan p 139% 29% 39% 

11100 Pdsaous SU% U% 13% — % 
23091 P+onoer M 7 T 7 
50455 Placer Dai 3T9% 10% 19% 

USO Poco Pet 19 9 • - % 

1B3CO Powr Car I 514% M% 14% - % 
453 Pterr Fm 515 17% 15 

THOPrpweo 58% 0% B%+ % 

103 Qua Tal 514% 14% 14%+ % 

12600 Hangar S9 B% 0% 


Mgti Law CBNnmCtaa 


4000 Hevroek I 50% 0% 9% - % 

42200 Ratlmaa A 1 (12% OH «** + ’< 
unm imiuri m >5% iJi- % 
4000 Hapap • »% 6% 5% 

1400 Hlo Aigem S1B% «% «%“ % 

2100 Rogon B f M% 6% •%“ % 

600 Rmn 440 440 440- 29 

328784 Royal Boh 921% 21% 21%+ % 

1 SOSO ByTrco 111% 11% 1'% +• % 

14EBB SHL Syar 17% 7% 7% 

$00 SMC At 1*3 18 13 

1312 SSL CamA I *14 W 14 

6674 Saabsri 515% >5% 15% 

tamlcSptn. 486 460 466+ S 

00 Scot Papaf 518 18 10 

31400 Senna 1 (>2% W% " ]• 

10633 Sasgrara 107% 86% 07%+ % 

3400 Saara Can 510% 10% 10% 

21739 sneet Cm (« sa% 40 * % 

3410 SfaarrBt 50 1 8 

0500 Sonora 45 40 40- 

lO140Sw»on 5tfl 17-V 174# - M 

1800 Spar Aaro I W% *% ■%+ 1 % 

30898 Stakso A *14% 13% M%+ % 

0900 Tech B » 334% 34% 24% + % 

0SO56 TnomCor 014% 14% 14%+ % 

10*850 Tor Dm Bk 116 14% « + % 

2200 Tor Sun (17% 17% 17% 

31110 Torottr BI 134% 34% 34% 

10 IKS Total Pot H9% 39_ M - % 

48317 TraiAOa Kl (t2% 11% 12.%+ % 

xaSBOOTiCmPL *15% 13% 13% - % 
4373 Triton A 515% U IS - % 

K3700 Trunac 17% 7 7% 

11600 Trtmc A I 513% O % - h 

6124 Trcec 0 514% 14% 14% 

380 IMP A 510% >3% 13% 

165900 SWgaooB I 280 275 275- 3 

33 HO Ito CartHO 515% 15% 15% - % 

1200 UX Cerp C7% 27% 37%+ % 

2S0 250 250- 3 

470 <60 470 


6000 Verity C 
S600 Viceroy H 
3000 Vine Bt 
13123 WkmbI E 
9910 Waotnun 
490Q WOOdwO A 


*11% 11% 11% + % 
- 21 % 21 % 


*21% 

4GS «M 490- 13 
MS 145 *45 

I— No rotuig ngnts or restricted voting 
rights. 


INDICES 


NEW YORK 


OOW JONES SopL 

SesiL 

Sept 

S«pt 

1 1390 1 

1 Slnco compilation 


18 

17 

14 

13 

HIGH 

LOW 

HIGH 

LOW 

ftodustrMb 

2571 29 250723 256421 258267 

2999 75 
QfcfT) 

248342 

(23/81 

2999.75 

06/7/90 

4L22 

C/7/32) 

Home Bonds 

8921 

89 J5 

8954 

89.65 

93 04 
0/11 

8848 

Q/S 

— 

— 

Trxspvt 

90L44 

887.94 

889.42 

8S3.U 

1212.77 

16/6) 

86L31 

cast 

1532.01 

(5/9/89) 

12 J2 
48/7/32) 

Utilities 

20052 

199.89 

199 JO 

201.46 

23623 

aju 

190.96 

(24/B) 

23623 

S/1/901 

1050 

(8/4/32) 


STANDARD AND POOR’S 


4toYl High 2S87.37 T250V89) Lon 2S20.26 C2537.I3) 


Composite 7 

31860 

317.77 

316.83 

31855 

368.% 

307.06 

368.95 

4.40 





00/7) 

(23/81 

06/7/90) 

Q/6/32) 

todKtrlatc 

376.71 

375.83 

37450 

370 EB 

<3757 

von 

437 J7 

362 






06/7) 

(23/8! 

(16/7/90 

(21/6/32) 

FtaWtU) 

22.77 

22.90 

22.93 

23.25 

3L87 

22.77 

3524 

804 






O 111 

(18/9) 

(9/10/89) 

0/10/74) 

NYSE Qaopastte 

1 7458 

134.62 

17425 

175.16 

SOLD 

16088 

20L13 

4.46 





06/7) 

(23/8) 

06/7/90 

05/4/42) 

Ann MkL value 

319.69 

32L71 

32L« 

322.01 

382.45 

31585 

39740 

2951 






(5/1) 

(23/m 

00/1000 

(9/12/72) 

NASDAQ Composite 

37221 

374.11 

374.41 

37628 

46900 

VJtT? 

485.73 

5407 





06/7) 

03/8) 

(9/10/89) 

(31/10/72) 


Sept 14 Sept 7 Aug 24 year ago (approx.) 


Don tatasMri Die. VUd 


3.* 


33b 


429 


3.76 


Sept 12 


Sept 5 Aug 23 year ago (approx.) 


S&PIntaUMAr.yMd 
S a P Inti. P/E ratio 


3.28 

15.44 


314 

15.47 


324 

15.47 


Z81 

14.42 


NEW YORK ACTIVE STOCKS TRADING ACTIVITY 


Tuesday 

Stocks 

traded 

Closing Change 
price on day 

t Volume 

Millions 

SepL 18 Sept. 17 SepL 14 

Fata* Mae 

£297,500 

27% 

- 1% 

MmYMc 

141030 

110.600 

133-390 

PbflHpMknb 

2283.M0 

45% 

* % 

Atnea 

8,480 

9550 

8.727 

Prime Motor 

228L7D0 

A 

- a 

NASDAQ 

115-073 

944)17 

110.494 

Sen Elaarte 

25044100 

58% 

- % 

tauo Traded 

1.960 

1,941 

1.935 

Ptptico 

1,901000 

23% 

- % 

(Uses 

619 

673 

451 

IBM 

1074200 

107% 

+ 2% 

Falk 

830 

765 

14X0 

Wal-ltot Stores 

1,671,000 

Z7 

+ % 

Unchanged 

5U 

503 

479 

Onse Mm 

1580.100 

15 

- % 

He* Highs 

2D 

13 

6 

Prbneria 

L45U00 

23% 

- 2% 

He* Laws 

188 

1S2 

171 

Bristol MV 

L <25.400 

59% 

- % 






CANADA 

TORONTO 

Sapl 

Sept 

Sept 

Sept 


1800 


18 

17 

14 

13 

HIGH 

LOW 

Metals & Minerals 
CmposMe 

306106 

326609 

303407 

32624)0 

301020 

32908 

3060.90 

326439 

345305 (4/1) 
4009.47 0/1) 

285080 (Z3/4I 
3253.68(14/9) 

MONTREAL PottMIe 

1716.52 

1708.08 

169807 

170631 

2060.90 0/1) 

1698.67(14/91 


Base values of all Indices are 100 exemt NYSE All Common -50; Standard and Peor'a -10; and 
Toronto Composite and Metals- 1000. Toronto Indices based 1975 and Montreal Portfolio 4/1/ 

83. r Excluding bondsA Industrial, plus Utilities, Financial and Transportation. Id Closed, bi) 

Unavailable. 



Sept 

Sept 

SepL 

Sept 

1990 


ID 

1* 

17 

14 

HIGH 

LOW 

AUSTRALIA 

All (kfOaarkt Q/l/80) 

AH Mining 0/2/00} 

14517 

rsa 

14723 

7392 

14775 

7364 

14002 
738 2 

17137 02/11 
8608 6/1) 

14345 00)4) 
711.7 0/7) 

AUSTRIA 

Credit Aktta 00/12/84) 

46186 

467.01 

48232 

505lOB 

70329 09® 

4U 86 09/91 

BCLOMlil 

Bnraris SE (Cadi MU) U/l/80 52464)6 

533627 

S397J8 

547658 

6999.43 (Q/U 

524352 03/81 

DEMMARX 

Copeskagtn SE 0/U83 

35L73 

35340 

35501 

35829 

3882900/7) 

34709 03® 

FMLAMS 
(WUt Geserti 0.979 

450.4 

4600 

4715 

4 m 

6773(23/1) 

450.4 09/91 

PRANCE 

CAC Gem (31/12188 

CAC 40 01/12/87) 

43902 

157028 

436.06 

1579® 

43700 

160402 

44193 

161493 

56462 (50/5) 
2129 J2 00/4) 

417.90(22® 

154651(21® 

GERMANY 

FUAWet 01/12/50 
CrexacRbrt 0/1Z/5S 

DAX 00/12/87) 

63406 

IBH 

148704 

64706 

18560 

150727 

664.72 

1876.4 

154125 

167 J7 
19152 
155407 

83222(19/7) 
24140 0/4) 
196855 0Q® 

6340609® 
10203 09/91 
148754 09/91 

HONG KONG 

HugSeag Bask (31/7/64) 

2980.95 

299506 

3(0907 

306204 

355909 (23/7) 

273824 0/2) 

HUELA9Q) 

KSCQOwaU 14/1/880 

1283.70 

129006 

127834 

128400 

181310(22/1) 

1259.61 am 

ITALY 

BmaQRL Hat 0.972 

583.46 

59508 

60025 

61306 

76352 04/6) 

583.46 IBM 

JAPAN 

HUM 06/5/49) 

Tokjo SE (TopU (4/1/68) 

Zed Smton 44/1/681 

2372647 

179942 

3449.74 

2388402 

1816J3 

347499 

2431600 24897.46 
186029 109508 
354425 358602 

3871208(4/11 
2867.70 14/1) 
447726 OV7) 

2372627 09/9) 
1799.7209® 
331392(5/4) 

MALAVBMi 

KL5E COomsilf W4W 

52SJB 

528.43 

53368 

54302 

632220/8 

480.77(23® 

lETmUJUDS 

CBS m RtxAtiU H83I 
CBS AU Sto OEM 1983) 

202 

1785 

2431 

1785 

2443 

1790 

2447 

10U 

27L9Q0/7) 
2063 WD 

236J03® 
1762 04® 

NORWAY 

IhlaSE (tad) (2/1/89 

864,77 

875.79 

87120 

870.98 

91513(2/8 

70107 00} 

PNUPPMS 

Mtefla Ctop Q/l/89 

62L51 

61539 

62557 

64230 

116038 01/3) 

61539 OB® 

saeoAPOite 
SESMLSwfM (2/4/79 

33343 

304.78 

33035 

346J6 

4460701/7) 

32106(23® 

SOUTH AFRICA 

JSEGeMOan/TB 

J5E MapW (28/9/78) 

1484.0f 

26MJ0 

1590 

Z73LO 

15660 

27990 

15430 

28320 

22900 06/1) 
32U0O/9 

13220(20(61 

2690009® 

SOUTH KOREA** 

Korea Gtop El (4/1/8B 

99200 

58942 

56607 

60352 

92802(4/0 

5660707® 

SPAM 

Madrid SE 00/12/89 

225.06 

22176 

23020 

23342 

309.7406/7) 

2243608® 

swb»i 

AfflmdrtdN Gee 0/207) 

U9U 

10890 

1112.7 

11236 

1329.90/7) 

1006.4(23® 

SWITZERLAND 

Safes Bail lad. Q1/12/5ID 

6617 

6660 

6733 

678L7 

865QJ/7) 

656.4(23® 

TAIWAN** 

WeWtd Price (30/6/66) 

315927 

329106 

319651 

340.47 

1249534 08/3 

313556 04® 

THAILAND 

Bamtak SET 00/4/79 

68603 

68793 

70248 

75998 

U43 78 05/7) 

68603 09® 

WORLD 

MS. CaMtal WL 0/1/70) 

M 

4600 

4637 

4660 

5710 14/1] 

493(24® 


**5atiribr Sounder 15: Tahraa MMgMtd Price: 33622S. Koreo Cbnp Ex. 59062 
0 SoMn U oAldti recakriatto. 

April Bmeraktes of all indices are 100 oem: BnesrisSE, SEq.OHnnndDAX-l.Oaa JSEGoM-255.7, J5E 26 
HtopfUB- 264J ad Andrei la AU Qrtimy and Mlntog-SOO; <d doted, to) UxoallaMe. 


TOKYO - Host Active Stocks 

Wednesday 19 September 1990 


Keen Steal 

Stocks 
Traded 
ift 7m 

Closing 

PrUta 

035 

Clianos 
on day 
+ )0 

Koreetau — 

Stocks 

Traded 

GUBm 

Closing 

PrteM 

1.Q20 

Change 
on day 
-20 

bred 

'□ 5m 

1.100 

-10 

Toshiba 

83m 

875 

-a 

Kurabo 

ft5m 

1000 

+ 1® 

Httoceu 

5.1m 

1.190 

-10 

Ouu Qaa 

8 Bm 

490 

+ 9 

Shizuoka Bonk 

5.1m 

1030 

+ 30 

Nippon Stl 
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Some business travellers 

will change neither hotel nor newspaper. That’s 
why they are particularly happy to find compli- 
mentary copies of the Financial Tunes at the fol- 
lowing hotels in Cannes: Hotel Carlton, Novotel 
Montfleury. 
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publish this survey on; 

1st October 1990 

For a full editorial synopsis and advertisement details, please 

contact: 

Robert Forrester 
on 071-873 3206 
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AMERICA 


Mr Greenspan’s remarks 
pat equities on defensive 


Malaysia presses ahead with privatisation 

The Gulf crisis has not torpedoed the Telekom flotation, writes Lim Siong Hoon 

M 


i 


WaH Street 


RE MARK S by Mr Alan Green- 
span, Federal Reserve chair- 
man, who displayed consider- 
able concern about inflation 
and, therefore, caution about 
lowering interest rates, put 
equities on the defensive yes- 
terday, although selling did not 
produce large losses, writes 
Janet Bush in New Fork. 

At 2pm, the Dow Jones 
Industrial Average was 16.83 
lower at 2£54.46 on moderate 
volume of 91m shares. On 
Tuesday, the Dow had risen 

3.96 to 2.57L29. 

Mr Greenspan said that the 
core rate of inflation had edged 
higher in spite of the sluggish- 
ness In business activity this 
year. He also said that he bad 
seen no cumulative unwinding 
of economic activity, suggest- 
ing that the central hank still 
sees slow growth rather than a 
recession ahead. 

Although Mr Greenspan stni 
seemed to see scope for lower 
interest rates on a credible 
bndget accord, he expressed 
concern about the effect an the 
yield curve of any easing in 
monetary policy. He appeared 
to be referring to a marked 
steepening in the yield curve 
in recent weeks as long-dated 
Treasury bond yields have 
risen sharply reflecting con- 
cerns about inflation, particu- 
larly since the surge in oil 
prices since August 


On interest rates, Mr Green- 
span said that monetary policy 
would depend on the specifics 
of the situation which are 
sh i fti ng day by day. 

Financial markets were also 
djgpcHng the latest Tan Book 
of regional economic reports 
from Federal Reserve banks, 
which said that economic 
activity In most areas was 
expanding more slowly or 
d pHi^mg and that retail sales 
and consumer spending were 
tpywHng to weaken. 

The equity weakness came 
in spite of a steady perfor- 
mance in the long end of the 
bond market, which was 
cheered by Mr Greenspan’s 
re mar ks on inflation and in 
spite of lower crude oil prices. 

There was a lengthy opening 
delay in Merck shares yester- 
day morning after Vector Secu- 
rities downgraded the stock to 
hold from accumulate, citing 
increasing evidence that the 
company’s prostate drug. Pros 
car, has “no meaningful 
impact" on symptoms associ- 
ated with enlarged prostates. 
Merck was down $3% at $76%. 

Waste Management gained 
$% to $34% after its board 
approved plans to repurchase 
up to 25m common shares, or 
about 5.1 per cent of its shares 
outstanding, over two years. 

Pitney Bowes slumped $3% 
to $30% after the company said 
that its earnings this year 
would be below those achieved 
in 1989 because of an expected 


charge of S86m against Its 
third-quarter results, associ- 
ated with a shift of its strategy 
in its photocopier business. 

Corroon & Black dropped $% 
to $35% after the company 
rejected Ann's $40*rshare take- 
over proposal and said that it 
planned to proceed with a 
stock swap merger with Willis 
Faber of the UK. 

JWP jumped $2% to $22%. 
The stock was to be added to 
the Standard & Poor's 500 
index at the dose yesterday. 
Component stocks of tins index 
tend to attract demand because 
many large portfolio managers 
build portfolios designed to 
mirror the S&P 500. 


Canada 


TORONTO stocks remained 
stuck in a four-point range at 
midday. The composite index 
gained 0-3 to 3J267.0 an volume 
of lL6m shares. Declines led 
advances by 248 to 167. 

Dofesco firmed C$% to C$19 
after announcing that it had 
signed a joint venture agree- 
ment to construct a C$240m 
galvanising line in Canada. 
Stelco shares recovered C$% to 
C$14 % after news cm Tuesday 
that it had cut its common 
quarterly dividend to 12% 
cents per share from 24 cents. 

Northern Telecom rose C$% 
to C$27. Northern Telecom said 
on Tuesday it had won a 
C$7.7m contract with Digital 

T WpnnmmnntBitinBS- 


ALAYSIA’S underly- 
ing strength as a net 
oil exporter has failed 
to support the Kuala Lumpur 
stock market since Iraq 
invaded Kuwait There was lit- 
tle movement yesterday, but 
by Tuesday of this week the 
market had lost more than 16 
per cent in local currency 
terms since August 1, as mea- 
sured by the FT-Actuaries 
World Ind i ces, a gain st i y r fl per 
cent for the Pacific Baku ex-Ja- 
pan, and 14.7 per cent for the 
world at large. 

Much of the blame reflects 
Kuala Lumpur’s susceptibility 
to the Tokyo market - down 
X8.6 per cent over the same 
period - rather than to actual 
events In the Gulf. Official 
reactions to the market weak- 
ness have been marked more 
by more irritation than anxi- 
ety, and the Malaysian Govern- 
ment dearly believes that equi- 
ties will reflect the economic 
background, sooner rather 
ty>an later. 

Thus the state-owned 
monopoly, Telekom, 
announced on September 12 
that it would press ahead with 


its scheduled flotation later 
this year, contrary to specula- 
tion. Simultaneously the Gov- 
ernment revealed that Malay- 
sia’s real gross domestic 
product (GDP) during the first 
hal f of this year grew by 9.5 
per cent as against a forecast 
for 1990 of 9 per cent 
The stock exchange is a cor- 
nerstone in Malaysia's privati- 
sation programme, and Tele- 
kom holds a special place in 
this, for three reasons: 

• first as a flagship listing 
anticipated at home and 
abroad. At M$2£bn (DS$927m), 
or 25 per cent of the Telekom 
equity capitalisation at the 
offer price, the new issue will 
provide a financial litmus test 
for the stamina of the market; 

• second, the flotation should 
help pump new life into the 
market’s narrow, provincial 
image, especially at a time 
when market values have 
dived since August 1; and 

• third, it will give diversity 
and a measure of corporate 
maturity to the market. There 
aren’t many stocks that can 
count among international 
portfolios, but Telekom hap- 


FT-A World Indices in local 
currencies (rebased) 

10W 



is not as iTwulateri from events 
abroad as its people are 
encouraged to believe. Its for- 
eign trade amounts to more 


than 100 per cent of GDP, com- 
with 40 to 70 per cent za 


1990 Sep 
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peas to be one of them,* 

Mr Lau Yew Kong, a research 
manager at the brokers, QMB 
Securities. 

Kuala Lumpur is primarily a 
domestic market, dominated 
by local players and prone to 
speculative instincts. But it is 
vulnerable to sentiment in 
Tokyo, Hong Kong and 
Taiwan, which have been a sig- 
nificant source of investment 
in recent months. 

Economically, too, Malaysia 


pared 

neighbours such as Thailand 
and the Philippines. 

While bigger oil revenues, 
from Higher crude prices and 
output* will help bolster the 
economy, anti-inflationary 
macro-economic policies would 
be equally helpfUL After pro- 
crastinating for more than six 
months, the Government last 
week allowed the prime rate to 
rise - but only by 0.5 per cent, 
when interbank and deposit 
rates have risen by more than 
l per cant since January. 

Economic plans far high 
growth, of between 7 and 9 per 
cent a year for the next decade, 
have given a bullish tone to 
analysts* calculations. They 
say, for example, growth in 
Malaysia's telecommunications 
industry is one of the strongest 
in Asia. 

Although the Teleknnr flota- 
tion will require a quantum 
I ffn n m dem a n d fifnaia Lumpur 
raised just M$3bn last year), no 


one seems .to .&ubt th& .fte ! 
subscription will be met The 
July pnblicsale of Edaraa Oto- 
mobtl Naslonal (BGN) f “the. ; 
locaT JProton car distributor;: 
drew M$Z-3bn *s against to “ 
target of 

There are unwritten lawii 
which. aid this process. The^ 
market’s supply capacity la 
directed towards now listings, 
rather, than rights offers from , 
e xisting quoted companies 
which, in recent months, have’ : 
been curtailed. Demand, too. Is 
often stoked up by keeping 
offer prices deliberately low.' 
EON was pegged at 13 times 
earnings, against the markers 
price/earnings average of 23.- 
The result was- an. oversub- 
scription of 22 times. 

At M$5 a share, Telekom's 
price is 11 times against the. 
M$900m 1991 forecast earnings 
CM$500m in 1990). A little over 
half of Telekom’s 500m-share 
offer, 13 per cent of the group, 
is platted With state institu- 
tions. Management ~ 'and ' 
employees take 100m shares 
and the balance of 148m wflE - . 
raise M$740m- on. the; Kuala ^ 
Lumpur market 


ASIA PACIFIC 


Nikkei fluctuates before ending at 1990 low 


Tokyo 


EUROPE 


Company news reinforces 
bearish mood in bourses 


LIFE WENT on in bourses 
yesterday, as Paris and Brus- 
sels, in particular, saw batches 
of company newB, but there 
was littie spice in share prices, 
writes Our Mar kets Stuff. 

FRANKFURT hit another 
brace of 1990 lows as the DAX 
index closed 19.73 down at 
1,487.54 after a 13-paint drop to 
63166 in the FAZ at midses- 
sion. Volume was still 
depressed but high enough, at 
DM4.8bn against Tuesday's 
DM4. lm, to support reports of 
foreign 

The DAX is now nearly 25 
per cent lower than its 1990 
intraday peak. Professionals 
complained that nmthn an t had 
reached the point where funda- 
mental investment analysis 
had an almost incidental effect 
on Individual share prices. 

Deg&b, Deutsche Bank’s 
research arm, downgraded its 
forecasts fin Daimler earnings 
by DM1 to DM50 for 1990 and 
by DM5 to DM49 for 1991; but 
Daimler shares merely fol- 
lowed the market down with a 
DM9.50 fall to DM651.50. Volks- 
wagen, which went through 
the downgrading process at the 
end of August, dropped 
DM10.50 to DM41950, a fall Of 
more than DM40 from Mon- 
day’s pre-bourse level 

Big losers of the day 
included a former “Ostphanta- 
sie” candidate, the building 
materials group Bilfinger * 
Berger, which shed DM40 to 
DM840; a tailed bid stock in 
Linotype, down DM40 at 
DM700; arid the upmarket hope 
of the motor industry in Por- 
sche, DM50 lower at DM830. 

PARIS slipped again in thin 
trading, with attention focused 
on a few blue chips and com- 
pany news stories. The CAC 40 
index declined 9.65 to LS70J28, 
ending above its low of 1,560.12 
after Wall Street opened 
slightly higher. 

BSN, the food group, fell 
FFr33 to FFr735 With 26&080 


shares traded. It reported low- 
er-than-expected first-half prof- 
its iat» an Tuesday. 

R&ny et Assocfes, the wines 
and spirits company which fell 
heavily after forecasting 
unchanged profits for 1990/91 
last week, continued to suffer. 
It lost another FFr17 or 06 per 
cent to FFr242. 

Lyannaise des Eaux, which 
announced a profits rise of 18 
per cent — in h™* with expec- 
tations - after the bourse 
closed yesterday, finished 
unchanged at FFr46£5G. 

AMSTERDAM was con- 
cerned that the Government’s 
assumptions in its 1991 budget 
regarding oil prices and the 
dollar/guilder exchange rate 
were too optimistic. The CBS 
Tendency index dropped 08 to 
99.5 in thfn trading. 

Many analysts were using 
the lull in activity to visit com- 
panies and the news from some 
was surprisingly good. Ms 
Dorotbee van Vredenborch of 
Carnegie International, who 
visited Pakhoed last week, said 
the services and transport 
group was thriving on the vola- 
tility in the oil price, which, 
was likely to produce windfall 
gains for its oil storage busi- 
ness. Ahold, also visited 
recently, was seeing further 
margin improvement as a 
result of its reorganisation 
over the last few years. 
Another bright spot was NMB 
Postbank, whose yield was 
now equal to the Dutch long 
bond of 8% per cent. 

“There are some interesting 
stories around but investors 
are scared of sitting on dead 
money for three months, so 
they are waiting until the Gulf 
crisis is solved,” said Ms van 
Vredenburch. 

MILAN extended its losses 
as the lira slipped to bottom 
place in the EMS on concerns 
that Italy’s dependence on 
imported oil would raise infla- 
tion and lead to higher interest 


rates. The Comit Index fell 
1232 to 583.46. 

Enimont, the chemical 
group, was among the few 
shares that bucked the trend, 
adding Lis to LL220 on specu- 
lation that there could be a 
pnhKft offer for its outstanding 
shares. Among industrial 
stocks. Hat fell LU4 to L6£0L 

BRUSSELS approached its 
year’s low as the cash maxket 
index shed 9021 or L7 per cent 
to 5424006; disappointing first- 
half company results had 
qdtipfl to the depression. 

Acec-Union Mini&re, the met- 
als company, fell BFr230 or 7.3 
per cent to BFE2.900 after Tues- 
day’s profits news; Barco. the 
electronics company, lost 
BFr55 to BFrl.615 after 
announcing flat six-month 
earnings; and Kredietbank 
eased BFr8Q to BFt3^15 after 
Almanij. its holding company, 
reported a small rise in annual 
profits. But Gdnerale Bank was 
unchanged at BFr4^20 after a 
first-half profits rise. 

MADRID recovered in late 
trading to end slightly higher, 
as foreign institutions picked 
up bargains. The general index 
added 030 to 225.06, after 
standing at 222.78 at nudses- 
skm. RepsoL the oil group, rose 
PteSO to Pta2£15. 

OSLO was struck down by 
political worries, which pulled 
the all-share index 6.70 lower 
to 585.76 in moderate trading 
worth NKr280m. There were 
fears that Prime Minister Jan 
Syse might resign after admit- 
ting to breaki ng N orwegian 
corporate laws. HELSINKI con- 
tinued to slide, with the Unites 
all-share index giving up 10.2 
or 22 per cent to 450.4. 

STOCKHOLM was broadly 
unchanged. The Affarsvdlden 
General index rose a marginal 
0.5 to 1,090.1 in turnover of 
SKr347m. Ericsson free B 
shares climbed SKrl5 to 
SKrL130 before their five-far- 
one split, effective today. 


CONFLICTING Influences led 
to indecisive trading yesterday; 
the Nikkei index fell for the 
fifth day running and regis- 
tered a new low for the year, 
writes Michiyo Nokomoto in 
Tokyo. 

Share prices were moder- 
ately strong at the start of 
trading. New York’s small rise 
on Tuesday, in spite of discour- 
aging US trade consumer 
price figures, added to the 
brighter mood. Firmness in 
futures spilled into the cash 
market and the Nikkei gained 
more than 200 points, taking it 
.briefly above 24,000 in the 
morning. 

The upward momentum fiz- 
zled out, however, as futures 
prices weakened. After another 
burst of strength in late trad- 
ing, also supported by a 
rebound on the futu r es 
the Nikkei succumbed to 
index-finked selling and closed 
with a loss of 15&65 at a low 
for the day, and for the year, of 
23.726.17. The day’s high was 
24,13129. 

Declines led rises by 565 to 
858. Turnover decreased from 
400m to 360m shares, the Topix 
index of all listed. stocks lost 
16.61, to L799.72-.an0,. in, Lon- 
don, the ISE/Nikfcei 50 index 
eased 2J3 to L353J8. 

Yesterday saw substantial 
cross trades as financial insti- 
tutions sought to realise prof- 
its. Meanwhile, investors took 
a more sober view of market 
rumours which had enlivened 
proceedings on Tuesday. Talk 
that Japan’s Mg four securities 
houses would ask the authori- 
ties to support the market, for 
example, tailed o ffi. 

Press reports about the 
banks' difficulties in meeting 
capital adequacy ratios, the 
bear market and an uncertain 
outlook for property prices 
have made prosp ec ts for the 
banking sector look grim. 

Several Japanese banks have 
bad their credit ratings down- 
graded or “watch” listed by a 
leading credit rating company. 
Rumours abound that some of 


the smaller regional banks are 
likely to go under. Bank 
shares, therefore, continued to 
slide, with Industrial Bank of 
Japan down Y110 at Y2.490. 
Fuji Bank fell 6.5 per cent or 
Y140 to Y2,040 as investors 
regarded its shares as expen- 
sive relative to other majors. 

High-technology issues fell 
on worries about toe weakness 
of the economy in the US, to 
which many are major export- 
ers. Canon, the camera and 
precision equipment maker 
which has a high export ratio 
of 75 per cent, lost Y30 to 
Yl.500. Pioneer Electronic, 
with an export ratio of 47 per 
cent, declined Yl20 to Y4^00i 

In Osaka, lacklustre trading 
saw the OSE average gain a 
modest 43.06 to 26.027.74. Vol- 
ume rose sharply to 260m 
shares from Tuesday’s 174m, 
although 230m were said to be 
cross trades. 


Roundup 


TRADING WAS thin through- 
out the Pacific Basin yester- 


day, and most markets ended 
the session lower. 

AUSTRALIA fell in pro- 
gramme-related trading and on 
worries about the Adelaide 
Steamship group of companies. 
The AH Ordinaries index lost 
20.6 to 1,451.7 in turnover of 
ASi42m, near Tuesday’s levUL 
Ads team, the diversified 
manufacturing group, fell 36 
cents to ASZ29, after losing 33 
cents on Tuesday. The share 
price fall has accelerated since 
comments on the company’s 
finances by Sr Ron Brierley, 
the investor. Adsteam’s associ- 
ates, David Jones and National 
Consolidated, lost 86 cents to 
A$A50 and 15 cents to A$L8fl 
HONG KONG made its fifth 
loss in a row in the thinnest 
day's trading for almost two 
years. The Hang Seng index 
fen 15.71 to 2^8095 in turnover 
down from Tuesday’s tiK$S99m 
to HK$385m — the lowest since 
HK$297m an October 6, 198& 
New World Development 
dropped 20 emits to HE3&10 on 
fears that the company would 
be affected by fiwartriai trou- 
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hw at Prime Motor Tmw Ttw, 
which is filing far protection in 
the US under chapter 11 of the 
bankruptcy code. New World 
took over Prime Motor tons’ 
non-US Ramafla interests ear- 
lier this year, bat later reports 
said that the two groups were 
not connected. 

TAIWAN dropped on contin- 
ued worries over surging <nl 
prices and their affect on infla- 


tion. The weighted fade* fdl 
132.38 to 8,15927. Turnover 
sank to a 15-month low at 
NT*16-lbn from NT$17^m. 

MANILA rose fear the fast 
time in over a week, but ofosed 
off the day's high. The compos- 
ite index gained 602 at Q2L5L 
Volume was subdued at 63m 
pesos (65m on Tuesday) as the 
outcome of talks, an toe futur e 
of US mHitazy bases in titePhi- 
itonines was awaited. • 
SEOUL finned for * secant - 
day on hopes that government 
measures announced on ito- 
day would encourage investors 
hack to the market The com- 
posite index rose 3^6 to &Zjttk 
SINGAPORE declined in - 
lethargic "trading. The Straits 
Times Industrial index shed 
&53 to lJL72A8und:vo2niiie fefl 
to S$56m from S$73m. Iit 
KUALA LUMPUR, the compos- 
ite index easedUSS to 525.18.' > ' 
BANGKOK shed eariy-g&is 
on concern abouihighafl 
prices, rising interest r a te s and 
tight liquidit y in the money 
market. The SET' index lost 
L30 to 6B6 l 63. r ■ 


SOUTH AFRICA 


JOHANNESBURG stayed 
under pressure as private 
investors sold, although there 
was some bargain-hunting at 
the lows. The all-gold Index 
dipped to 1,464 before dosing 
27 lower at 1,506, The all-share 
index dropped 24 to 2,743. 
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